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Room 5160

Department of Intesrior Building

Washington, D.

c.

Friday, September 28, 1956.

The Couneil met, pursuant to notice, at 9:30

o'clook a.m., Room 5160, Department of Intsrior Building,

Friday, September 28, 1956, Mr. Walter S. Hallanan, Chai \Kw

ordar.

MR, HALLANAN: The Council will please come to

The

MR,

My,

 MR.
MR,

M.

Mr.

Mr.

MR.
MR.
MR.

MR.

MR,

Secretary will call the roll,
BROWN: Mr, Anderson.
"Baker,

.BAKéR:. Here.

BRDWH: Mr. Ball.

Barton.

‘Benedum.

Bergfors.

-BTZROFCRS i Hera.

BROWN: My, Blaustein.

BLAUSTRIN: Hera.

BROWN: Mr. Blazer.

1

WELLS: Tverett Wells for Paul G. Blaser.
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MR. BROWN: Thank you, Mr. Welleg; and if there

are other individuals here representing a member who 1s

absent, as I come to that name kindly rise and give your

name for the record.

Mr. Reld Brazell.

- Mr.

MR »

J. 8. Bridwell.

MR.
MR.
MR.
MR.

MR.

MR,

MR.

J. B. Bridwell.

WATTS

BROWN :
BROWN:

BROWN :

BROWN:

BROWN:

CARNEY:

I éﬁ Wayne Wattea. I am representing

Mr. BruoerK. Brown.
Here.

Russell B. Brown.
Here.

Mr. Robert W. Carney.

Here.

BALLANAN: Mr. Oarney, wlll you pleaee rise?

Gantlemén, I desirs to introduce a new member

of the Council, and a pretty good-sized fellow. Mr.'carnby

i8 the Praesident of the Independent OCil Men's Association

of New ¥ngland.

We are glad to welcome you to the Council, Mr.

Carney.

MR. CARNTY;

(Applauss.)

Thank you.

MR. BROWN: Mr. Charles A. Chipman.

MR. CHIPMAN:

Here.




MR. BROWN: Mr. Jamas Comsrford.

MR, COMERFORD: Hare.

MR. BROWN: Mr. Howard A. Cowden.

A VOICR: Mr. Brown, I am representing him.
MR. BROWN: Mr. Cummins.

Mr. Curry.

Mr. Donnell.

MR. PARRIOTT: I am Jamss Parriott, representing

_J. C. Donnell.

sip?

MR. BROWN: Thank you, Mr. Parriott.

- Mr. Dow.

MR. DOW: Hears.

MR. BROWN: Mr. Downing.

MH. DOWNING: Hers.

MR. BROWN: Mr. Duke.

MR. DUKR: Hare.

MR. BROWN: Mr. Dunnigan.

MR. DUNNIGAN: Hers.

MR. BROWN: Mr. Cling Elliottﬂ
MR. TLLIOTT: Here. |
MR.I BROWN: Mr. Rainey mlliott.,
MR. ULLIOTT: Here.

MR. HALLANAN: Mr. T®lliott, will you please rise, -

Gentlemen:, I desire to present another naew

—




‘membar of the Council, Mr. Rainey Tlliott, President of

the Petroleum Fquipment Suppliers Association, of Tulaa,

Cklahoma.

We are happy to welcoms you, Mr. Rainey Tillott.

MR. TLLIOTT: Thank you. |

{Applausge.)

MR. BROWN: Mr. Tndacott.

MR. ENDACOTT: Here.

MR. BROWN: Mr. Flgher.

MR. FISIiFR: Here.

MR. BROWN: Mr. Follis.

Mr. Foater.

MR. SAU%RR:  Mr. Sauer rapreeenting Mr. Foster.

MR. BROWN: Mr. Fox.

Mr. Goggln.

MR. GOGGIN: Hare.

MR. HALLANAN: May I ask you to rise, please, sinr?

Anopther new mamber of the Council 1a Mr. George
T. Goggin, Preaident, indapendent Refiners Assoclation of
California, éf Paramount, California.

We are happy to welcome you.

(Applause.)r

MR. BROWN: Mr. B. C. Graves.

Mr, B. I. Graves.

Mr. Walter 9. Hgllanan.




MR. HALLANAN: Heare.

MR. BROWN: Mr. Jake L. Hamon.

MR. HAMON: Here.

MR. BRDWN:‘ Mr. Hanks.

Mr. B. A, Hardey.

MR. HARD®Y: Hera.

MR. BROWN: Mr. John Harper.

MR. HARPTR: Here.

MR. BROWN: Mr. Hartman.

Mr. Hawley.

MR. HAWLEY: Here.

MR. BROWN: Mr. Herrmann.

MR. HURRMAKN: Hers.

MR. ﬁALLANAN: Mr. Herrmann, may I ask you to
rise, sir?

Gentlemen, I desire to present Mr. Herrmann, a
new member of the;council, who 1e President of the Texas
Independqnt and Royalty Ownars Asaooiatioﬁ.

We-arg happy to gst you as a membar, Mr. Harrmann.

(Kpplause.)

MR. BROWN: Mr. Hilta.

Well, he was here a little while ago.

Mr. Hulcy.

Mr. Hunter.

MR. HUNTER: Hera.




nings.

MR.
MR.
MR,

MR.

MR.
Mr.
MR.
MR.
Mr.

MR.

¥R.

MR.

MR.

MR,

MR..

_Mr.
'Mr.

MR.

‘Mr.

Mr.
Mr,

VR.

BROWN: Mr. Jacobsen.

JACOBSTN: Here.

BROWN: Mr. Jannings.

NICKWR8ON; %. L. Nickerson for B. B. Jen-

BROWN: Mr. Charlea Jones.
W. Alton Jones.
JONEB: Here.

BROWN: Mr. Kayser.

‘Kebk.

JOHNEdN: Roger Johnson for Mra:Keck.
BROWN: Mr. Keeler.

KmnLTR: Here.

BROWN: Mr. Lawton.

LAWTON: Hare.

BHOWN: Mr. Leach.

LLudwig[

L&ona.

Modollum.

PARKINTON: Mr. Parkinton for Mr. MoCollum.

. BROWN: Thank you.

McFarland.
MeGowen.
Magulre.

MAGUIR®: Here.




MR,
'MR.
MR.
MR.
| MR.
Mr.
MR.
MR,

rise, sair?

BROWN: Mr. Ma)ewskl.

MAJEWSKI: Here.
BRCWN: Mr. Marshall.
MARSHAIL: Hars.
BROWN: Mr. Eattei.
0. B. Maxwell.

MAXWELL: Here.

HALLANAN:

Mr. Maxwell, would you please

Gentlamen, I desire to present another new mnmber

of the Gounoil Mr. O. B Maxwell, Pregident of the National

Tank Truck Carriers, Ino., of Gincinnatl, Ohio.

We are pleaasd to have you heres as & new member,

¥pr. Maxwell.

MR. MAXWELﬁ:" Thnnk'you.
(Applnuée.) |

MR. BROWN: Mr. Milligan.

VR. CAMPBELL:

ﬂR. BROWN: Mr, Moncrief.

Mr; Mosher. |

Mr. %. Dale Mount.

MH..MDUNf: Here.

MR_...B.RQTW: Mr. George.T.I Naff.
MR. KANT: Mr. Walter Kane for Mr.
MR.

HROWN :

Thank you, Mr. Kane.

Mr. Campbell for Mr. Milligan.

Narr.




Mr. Nieison.

MR. MCARTHUR: M. R. MeArthur for Mr. Nielson.
MR. BROWN: Thank you.

Mr. Niness.

MR. NIN®WSS8: Hers.

MR. BROWN: Mr. Nixon.

Mr. Nolan.

MR. NOLAN:  Here.

MR. BROWN: Mr, 0'Bhaughnesay.
MR. O'SHAUGHN®E8Y: Here.

MR. BROWN: Mr. Parten.

MR. PARTFN: Hera.

MR. BROWN: Mr. Pague.

MR. POGUM: Here.

MR. BROWN: Mr. Porter.

Mr. Powers.

MR. POWERS: Hara.

MR. BROWN: Mr. Rathbone.

MR. HOLMAN: " Holman for Mr. Rathbona.
MR. BROWN: Thank you.

Mr. Richardson.

Mr. Ritochie.

Mr. Robineau.

MR. ROBINTAU: Here.

MR. BROWN: Mr. Rodman.




MR. RODMAN: Hera.

MR, BROWN: Mr. Rowan.

Mr. Bkelly.

Mr. Spencer.

MR. DYER: A. B. Dyer for Mr. Spéncér.

MR. BROWN: Mr, Staples.

MR, 3TAPLW8: Hara.

MR. BROWN: Mr. Supplee.

MR. WUBB: L. A. Webb for Henderson Buvples.
MR. BROWN: Mr. Swensbrud.

MR. SWENSBRUD: Hara.

MR. BROWN: Mr, Taylor. g

Mr. Vandaveer.

Mr. Violette.

Mr. Vockel.

Mr. J. %d Warren.

Mr. Willlam X, Warran.
MR. WARR®EN: Hare.

MR. BROWN: Mr. Weil.
MR. WSIL: Hare.

MR. BROWN: Mr. Whaley.
Mr. White. |
MR. WHITT: Here.

MR. BROWN: Mr; Wilason.

MR, WILSCON: Hara.
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MR. BROWN: Mr. Windfohr.

Mr. Wood.

MR. WOOD: Heraf

MR. BRbWN: Mr. John Wrather.

MR, HALLANAN: I, gentleman of the Counecil,

have the profoundly sad duty to announce offiolally to the

members of this Council that, since our last meeting, Mr.

3tewart M. Crooker, a beloved and valued member of this

Councll, passed on. He has been one who has contributed

immeasurably to the work of the Council as he did in private

industry.

Alton Jonas

I should like at this time to recognize Mr,

to present a resolution in memoriam of Mr.

Stewart M. Grocker;w

in Memoriam

MR. JONT3: Thls is a resolution, Mr, Ohairmln,
of 8tuart M. Crocker:

“WHETRWAS, Btuart Miller Crocker, prominent
American, a besloved and valued member of the
natural gas industry, passed away on Saeptember
3, 1956, thus turning the last page in a life
story of rifty-eight Years of useful and devotad
saervice to the péople, industry and government
of America; and

'"WHTREAS, Stuart Crocker gave gsneroualy of

hie time in active participation in the
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- cooperatlive program deslgned to serve both his
country and indusiry, serving as a mamber of the
National Patroleum Councll aver since its orga-
nization in June, 1946; and
"WHWRTAS, by the_pagaing of Btuart Miller
Crocker, his friends and colleagues, as well
a8 the eﬁtire Amerlican oll and_gaa'industry,
have suffered the deap pefsonal loss of hils
Trlendehip, hls unfailing ability, and constant
ﬂevotion to duty; |
“THRREFOR®T, Bm IT RWBOLVTD, by the membere
of the Natlonal Patroleum Council, in meeting
assembled at Washington, D. C., this 28th day
of September, 1956, thét thie resolution be
spread upon the rsocords of the Councll as a
memorial and tribute to its faithful and devoted
b member and that an engrosssd copy thereof be
sent to his widow, Mre. Helen C. Crocker, as an
exprassion of the Council's profound sorrow and
heartfelt aympatﬁy.to-hia family."
I move the adoption of the reaclution.
MR. HALLANAN: May I ask a rlsing, standilng vote,
plaass, of the Council?
(The aséembly stood.)

MR. HALLANAN: Gentlemen, you have reéaived
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{
copiesdofaths Minutes of the last meeting of the Council.

What 1s your pleasura?

MR. WIL3ON: I move its adoption.

MR. HALLANAN: It has been moved and seconded
that the Minutes be approved. All 1n favor say aye; all
oppogaed no. |

MR. MAJTWSKI: When was the last meeting?

- MR. HALLANAN: January 24th.

MR. MAJTWSKI: That dlsqualifies all the members
of this Board.

MR. HALLANAN: Well, we won't railse that teochni-
oal lasue at this moment.

(Minutes approved.)

MR. HALLANAN: Mr. Jacobsen, have you an agendau
To f the Committee? |

MR, JACOBSTN: We did call a mesting of the
organizat;bh Yesterday, as we have done in the past, ﬁithout
having had anythlng in the way of advance nptiéa. bacauss
frequantly thlngs come up at the last moment, and in order
to be able to-rehder prompt service we were ready for it.

We were ready.yestérday and nothing came up, so the meeting
ad journed.

MR, HALLANAN: You have heard the report of
Mr. Jaeobeén. o

Gentlemen, we do expeot the Secretary of the




, .
Interior to visit with us sometime during the morning.

There Qaa a meeting of the Cabinet called at
nine o'cloek thia morning which required his pressnce. The
exact time of his arrival here we ars not capable to
antioipata. But we haVe had assurance that he will come %o
thle meatlng Jjust as soon as he is able to leave hie Uabinet
meet ing.

Ingemuch as 1% has been several months since
the Oouncil has met, énd & lot of important water has baen
golng over the dam in the meéntime in our international
situatlo n, I am happy that we have the Assistant Secratary
of the Interior here this morning, and also the Dirsctor
of the 01l and Ggs Division. |

Bafore going into the routine hearing of Com-
mittee Reportas, ﬁhlch ars ready for submission at today's
meeting, 1 should like to present Mr. Wormaer, the Asslistant
Segcretary of the Interior, and also_Mr..StBWart; Director
of the 01l and Gas Division, for a gensral review of the
situation.as they7see 1t at this time.

I present the Assistant Secratary of the'Interior:
the Honorable Fellx Wormser.

(Applause. )

MR. WORMSEHf Mr. Chairman, and gentlemen:

I must apologlze first of all for ths congastion ;
here. I am sorry‘ws didn't have larger facllitiag furyour.

comfort.
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In the second place I am sorry also that
thls oconfliot with the Cabinet meeting happened. But I
am sure the Becratary will get over hera as promptly as the
Cabinet meeting will permit.

It alec seams that the oil_industry and probably
other industriaes are continually faced with extremaly thorny
problems, and we have got one of course today that faces all
of uas; namely, this Suez eituation.

It is a souroce o f great comfort to me and I
know 1t 18 to the Department as a whole, and to the Admin-
latration, that over the years we have effected such cloae
coopsration with your industry.

I am delighted from what I have seen of the
various committeee thet have worked to help plan for any
aventuality, to sees the thoroughnese and the dispatch with
which they have operated, and the fealing of confidence they
have given us that, no matter what is ahead, we will have
your complete cooperstion.

It 18 a great pity, to me, that in the world
today -- and 1t has been true for a good many years, I am
- sorry to say, you have sltuatlons arise constantly where in
the last analysils ﬁhat is at.atake 1s; will men adhers to
the promises they have made. Will they adhere to their
contraotual obligstiona?

We have undoubtedly in the world today a& lot of

what you can brutally term immorality. It 1s excuasd at
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times on the ground of the public WQlfare or what-not.
But to mé 1t l1a shocking, and we have a comparable situation
like that tYoday, I am hopeful that through the good offioes
of Beoretary Dullea and others, it may prove to be solved
in such a way that it will restore confidence in the promises
that men live by. |
1 am in hopes that before the day is over we
will have an offlcer of the State Department here to give
you some of the background which you may already posssss,
but coming from his lips direoctly, probably, and providing
an opportunity for you to ask him questionn, 1t may help eome-
what to enlighten you a bit further, although I may say,
Just from reading the newspapers; 1f you read them as |
agslduocusly, you have about all thaf is to bes known of this
presgnt orisls,
I don't, in anticipation_of this visit, I anm
not going 1nfo fhih background. I do, howevar, want to.
eXpress my daeep thanks,_not only to the Council but to
these various committess on which some of you have'aerﬁed,
for ths wonderful support you are giving us. Nobody is
‘better qualified to give you an aocount of how wa ars set
up and how wé ars Tunctioning than the Director of Our 011l
.and Gas Division, H. A, Stewart, who has baen working oon-
atantly with the two committess that have been set up to

gulde us through this'preégnt orlsis.
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Mr. Chalrman, 1f I may suggesat that Mr. Stewart
will outline for the Counecil some of the work of the com=
mittees, that that might‘perhaps ba a good basis for our
discusssion.

Thank you very muoh.

(Applause. )

MR. HALLANAN: Mr. 3tewart.

MR. STWWART: I have got two or three apologles
to make. To begin with -- and I might as well get through
them -- one, Secretary Wormser has already sommented on;
that 1s, eince we have thia partioular maetinévor the Council
in thig room, that 1s 1t. 1% is a room we have long since
outgrown. But because of the problems we had in fixing on
a date, we delayed too long to get a reaqrvatlon on the usual
meeting rooma down in the Interdepartmental Aud%torlﬁm, and
although I tried to swing a little Interior welght, 1t wasn't
quite enough to push\Agrioulture out of the room. They ware
pet up with peopla gathered from all over the country --
pretty much Aa near &1l over the country as we are. Bo we
have to put up.wiﬁh this situation for today, and 1 trust
‘that from.here on we will be ablg %o have our meatings
-scheduled long eﬁough in advance that we can be sure of
getting that space.

Another apology that I have got to ﬁaka is that

I have got to make this statement: we have had to Gelay
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80 long in having s meeting of tha Councll, thare have been
&ny number of reasone for that. We had a new Bacretary
move in laet May, and we have had many repeated attempta to
getl a meating lined up. Heré at the end of Saptamber we
have suocneded.

Howaver, in that 1ength_of time, and parﬁloularly
since the first of'Auguaf, we have had repeated meetings.
Some are still going on today in Naew York. That is, in
whioh the Couhoii membars or soms of their taechnical astaffe
have basen oonﬁinuously involved.

I will undertake at Secretary Wormser's suggestion
to glve you a run-down on the aituétion as 1t developed and
A8 We now see it, and particularly the oparations that have
gone on in this 011 problem. But expanding on what Sacratary
‘Wormaer said, 1 think that thie has proven to everyona in
Government that in the Govarnment industry team, that we
have a valuable and most available to us through tha National
Patroleun Council -- and the military control -~ that we are
in a poeitlon to analyze and maet practically any petroleuﬁ
:amerggnoj whioh may arise, and that_we ara in the position
to auppiy.td those who need it, basic information and sound
datﬁ, a souhd bagls for all of their planning.

We may have had some reople in government ﬁho
ware a little skeptlocal of the real need for this sort of
governmant-induptry ooopafatlon. If there was such skpticism

1t has baen completely diépolvedf
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Now to glve you a ruh-down on what hae happened,
the steps that have bsen taken, the problema we have met,
you know that Colonel Nasser, ths President of Mgypt,
nationalized the Suez Canal in an announcement made July
26th. Befors that, for a matier of some four months, we in
the Office of 01l and Gas had a faeling that thére Waé
enough unreat in the Middle Taet that we should have some
appraisal of what an interruption in Middle Tast oll flow
might mean to our overall national defaense problems.

We bagan our reviews and made our first study
in March of thie yesar. We didn't anticipate Colonel Ngasar‘
move, but when he did move then the Administration, through
its planning, threw 1taself into high Qear, and'eihce‘éil‘
was the biggest‘element'in Suez tréffid, soma 655 or'66 per
cent of the traffic through the canal 1s oll; the 1mp§dt
‘could conceivably Bé very greét on partioularly the Turopsan
o1l eooncmy; and any severe dislocation of Yuropean petroleum
aupplies'WOuld-hafe a savere économic affect in Waatefn |
Europe, énd that, in turn, wduld'héve pefhape AvVan a dis-
astrous effect on our 00untfy'a defénse pngrams;' Bo We-ﬁere
vary much 1nterastgd3‘1 can agsure you.

Now we had a voluntary agreemsnt which relﬁfed
to foreign'petrolgumrsupolies;' Thgt agreement wag first
designed, set up to meet the orisis when the Iraﬁ gOVHrhmant

nationalized the petroleum sources in Iran, and in affeot -




19

shut down the opsrations of the Abdan Refinery. That was
during the Korean War, and of course 1t was a matter of
real consequence 1n the oeverall program at that time.

This voluntary sgreement was set up which con-
aisted'of, in the beglnning, some twenty-one American oll
companlss who had important operations in forsign areas. The
operation 1ls under that voluntary agreement, and undasr thmy
plan of actlon which was established, proved to be véry
affectlve in solving the Ruropean requirements as s result
of the Abdan dlslocation.

As time went on that voluntary agreement was
geverely critlolzed in some circles and the Department of
Juatice w;a very much concernsed about 1t as a continuing

peace-time mechaniam. Howevar, they and we recognized that

with tﬁe defenge production sot changed ag 1t had been,
proﬁibifing the establishment of any new voluntary agreements, .
it wae absolutely necessary to malntain, at least in atandby,
the voluntary agresement relating to foreign patroleum
operations.

Thig Waﬁ done. But there was a far ery from
the freedom of action.permitted under the plan of action
established during tﬁe.Abdan crieis, and the aetivitias of
that committes permitted under the amended voluntary agree-j

ment.

‘Well, we considered that the first thing neoces-
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sary was to est up under the voluntary ald was a plan of
abtion; that that plan of actlon as a subsidiary voluntary
agresment of couras would have to have the approval of the
Govarnment, which means approval in the Dapartmeht of intérior,
in the COffice of Defense Mobilization, and the Departmant

of Justice‘

On Friday -~ 1 am going to use the first person
now for a few moments, because I think I oan emphasize
what I am golng to try to say better —- I called Stewart_
Colman, who had besn Chalfman of the Foraslgn Petrolsum Supply
Committes under the voluntary agreasment, and who ﬁndarAthg
'modiried aéreemeﬁt”l had to'auoceed'aﬁ the éovernment
chairman.

L calléd S8tewart Colman and asked him 1if he
oouid get a group of'attofneys'together, in New York, to
meat on Tﬁesdﬁy I think I called Stewart on Friday. I
- sald I wanted to discusa With them a plan of action whilch
would permit tha aolution orrany problem that might arise
in the forelgn field. |

On'Wédnesday l-broﬁght.back from New York a
draft of that agréément. It was a rough ﬁofking,draft. It
was worked pretty extensively hers in ouriawn départment,
in 0.D.M., and at Jﬁatice.. Thers ware lots of questiona
raised and a lot of them answered;.and then the problem came

up of determining whether or not the foreign petrolsum supply
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committes would formally adéoept that draft and submit it ae
a recémmandation to the government.

We had another meeting on the following Tuesaday,
‘and at that meeting the draft was re-worked to eliminate
some of the inconsletencliss and ilnaccuraoisa that were in
the first rough draft.
| Tuasday night I brought coples of 1t back to
Washington. At nihe thirty the next morning they were on
Dr. Fleming's degk. Dr. Fleming and his legal counsel went
over 1t.w1th‘representat1ves from our solicltor's office,
and coples were immedlately sent to the Department of Justice.

There were at1ll some points that neaded to be
ironed out and they were ironed out. I called for some
attorneys rrom.New York, 1 called in the morning and they
came in at two o'clock in the afterncon, to explain some of
the probléms fhat they saw that made ocertain modifiocations,
cértain future mo&ifications in the agreement, necassary.

Wa had those dlascussione, and Friday night at
paven o'clook, by dent of kesplng the Undersacretarylof the
Interior here to sign the official letters, officlal raquest,
Dr. Fleming kept his staff standing by to receive it and to
1ssue the necessary letters of invitation to Joinrthe new
comnittee, and keeplng the Chalrman of the Federal Trade
. Commigelon away from a dinner angagement, holding the

Department of Justlce staff avallsble, and keeping the A ttorney
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General himself at home whe re he was dressed and resdy
to go out to dinner, we got approval ¢lear acroes the boara,
and that was on August tenth. |
Now we talk about this teamwork between indus-
~ try and government. I can assure You that when the crigls
wae facing us we got some marvelous teamwork within*tha
‘government. That helped immeasurably in getting our base
set. . | ' .
Now ae a result of the appro#al of the plan of
action, and the formal establishment of €he Middls Wast
emargency committee to deal with any problem in the inter-

ruption of the flow of olil in the Middle Tast, 1t beoame

necessary of courss for the committae to immediately set
Uup a serlas of subcommlttees.
These committess wers supply and distribution;

the Tanker Transportation; Pipelines; Prbductlon; Rafining;

and Statistical; and most of fthose suboommittess immediataly
went to work to put together the variaty of the current
information that was easential to furnish a basis, firet on
whioh to determine how much impact there would be in svant of
a dielocation, where that impact would Tall, and how 1t
could'be met. |

Of course 1t was immediately apparent that the
,ﬁiggeat problem was in Tanker Transportation capacity,

and a large part of the work as a faot revolves around that
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one problgm.

Incidental to that problem -- and really a
major faotor in it —- was the fact that today the world's
- tanker threat is almost thoroughly occupled. Tanker rates
are afrong and hava besen all summer as a result, We afe
golng into the winter heating season, when tha flow of
fuels is on the up-grade, and the tanker raquifements
"normally stiffen. Wall, theﬁ havé‘been stifrf éli sﬁmmsr. B

The subcommittee and the committee, and the
work that we did with them, made it apparent that in order
to get the maximum trénsport capaclty out of tha tanker
fleet, 1f the Sue:canal was closed, and 1f the supplises of
patroleum to Turope were to be_maintalned in anything like
the rate that was forecast as the requirements for this
winter, the maxlimum use would have to bg made-qr tankers,
- and the only way that that maximum uass could be made would
be.to ghift as many tankers aa.neda:a;ry into the ahofter
U. 8. Gulf Coast, Caribbean,'eontrasted with any thought of
faking the tankers aroqnd the Cape of Good Hope.

At the same tima a number_of tankers, a reason-
able volume of movement, would have to continue around the
Capa of Good ﬁope.r |

When'we began to get some clarification in the

problem of probable requirement on the Western Hemisphers
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a8 a result of that tanker problem, we began to flgure where
we wouldzget 1t in thie country and how we could get it and
how quieck we could get 1t.-- how dquick it could be made
available at the tanker terminals.

We called the military terminal adviaory board
in on August 21, and proposed to that board two quegtions.
At that time we didn't have our problem impact figures
too well in mind. But we proposed to the military advisory
board two questiocng: one, could the United Btates produce
flve hundred thousand barrels a day of crudes, abova that
crude which had been produced in July; could 1t produce
eleven hundred barrels & day of crude oil over and above
the July rate. |

MR. WILSON: 11,0001

MR. STTWART: One million and something.

Then, how much crude could be transported by
normal traneportation facilitiss and delivered at the
tidawater terminals?

We askad the board to pleass have a report ready
for ua by thafirst of September. Well, we found that we
would up not getting 1t and began to get some elaments of
1t, but we finally didn't get it until tha‘maeting -~ what
date was that? -; until the 20th of l'“3‘»;1::1‘.9mba1*','and that As
when.ﬁe got it.

Now Wwe framed this requent to the board with
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those two figures as s bracket, as a range, and we had no
partleular doubt that the filye hundred thbuaand barraels
a day of axtra production could be resadily available. We
ware not too much concernad about the million one hundred
thousand. Bul we were conoerned asbout the transportation
capaoclty to deliver that to the Gulf and how quiék we could
get that flow underway. |

Now I think at thie point it would be well for
ime to injact ﬁhe comments on aome apmplaiﬁta and questions
that I have recelved from members of the CUouncil =s to why
- thls particular study waan't pitched to the Natlional
Petroleum Councll. We had considered dolng Just'fhat very
thing. But in view of the presaure we wsfe under -- and
bear in mind we are running against a September 15th dead-
line for a poesible orash -- we-figured that we couldn't
get the Oouncll moving fast enough, that we would have too

much trouble getting the COouncil together in a crasgh meeting

on prolects that were as continucus as those with the moment;

and we did have the Military Pstroleum Advisory Board rsadlly
available with ﬁ mﬁch sma ller group, and thataBoard had ﬁoms
of the basic data already in hmi as part of their material
or earlier studiea;

In view of the faot that we had to get 1t done

quickly, and it had to be tallored to a small area, we
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pltchéd it to the board and we limited if in the initial
phase to a study of traneport, produdé abllity and trans-
port reducibility from those setates nearest to the.Gulr
and those arsas which had pipeline ocapabilitiles.

I come back to thls particular problem after I
get thr ough fiﬁh the Buez. But I wanted to inject that at
this point. But I wl;l come back to it.

We had soﬁelinformation coming in continuously,
ih the latter part of Augast, and_in early Beptember, to
indicate that we might reach a bresking point on Saptember
fifteenth. Ve couldn't see why it would come particularly -- |
we couldn't be sure 1t would come, but we had to be pfepared'
for whatever did come and just hope an® pray it wouldn't
come .

Well, the Suez Canal Company called out his
pllots, or they relleved the pilote of further responeibility
to the Oompany, as of Septambar 14th, and the Canal was Mr.
Nasser's to do with what he could. |

In the meantime we ware etill bulldfng our
baokgrouné of information and ocontinued to carry on. By
that time we had a pretty clear indication that if the Canal
cloaed wé might have to sqﬁply as much aslglght hundred
thousand barrels -~ seven hundred fifty thousand barrsls

certainly -- from the Western Hemlsphere, and the major
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portion of tﬁat impaot would be on the United Btatea.
First, 1f we have 1t; second, if we have the capaclty
capabllity to move it one way or another.

Then the problem came up of whethar'or not any
suddan call on theose southarn producing states whioh had
the largest potential regerves would cause any problem to
the State regulatory bodlee. One thing that bothered us
particularly was the fact that some areas of -- some araas
in Texas, say -- you have resarvs producing capacity and
have no plpeline connections or limited pipelinee out
there. Other areas that have the producability do have
ample pipeline outlet. We wondered whethar or not the fact
that we might have to c¢all on the indnstry to push the
production up and 1t might be necessary to draw heavily
Trom three or four fields whlch had not only producability
but had the transportation outlet availablas, whethar that
would cauéé problems.

As & result of the various questions that come
to our minds, we asked the regulatory bodiss of Texaa;
Oklahoma, Loulsiana and New Mexico to send representatives
in for =& disouésiﬁn, and 1 gave them a fully a run-down on
the problem, as bast 1 could, and then discussed with them
this problsm of producability and theae préblams of: "Coula

we do thls? -- and how fast could they do 1t
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Well, 1t worked out very nicely. They assured
us that they had the producabllity which we alraady were
reasonably sure of; but that they could move very fagt if
1t became necessary. |

Now I told them that as far as we could sae
hers, that 1f there was a sudden orisls in the Middle Tast
it might take two weakg to realign tanker operations, and
that might even be a little bit sptimistic under two woeka;
that‘ﬁhe Turopean economy had probably a measure of thirty
days supplies in storage, elther orude or products, and
that there was a certain number of loaded tankers en route
to Europa‘whlch would tend to f1ll the gap; that 1n two
waasks we miéht begin to gaet some tankers flowing to the -
Western Hemiaphere, that the entire movement might be
_ established in a month, and that in that period of time we
could get our domastic operatlons raaligned and gét a flow
of extra oil production to tﬁe coast.

| These fagulatory boards assured us that in gonarai
they could have their work done in two waeks. Certainly a
month would be ampls. We  Jointly agreed that under all of
the raotors we weran’t under any particular pressure from
thosa angles because of the real 1mpaotnot hitting ghort of
about six weaks after the orilsis had actually happanad.

| Now our Middle Rast committes has not yet got

allrita basic flgures together, because those figures 1nclude
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not only the requiramentg of Turope but the requiremants
of other parts of the free world whers, which are dependent
to no small degree on Mlddle Rast petroieum sources.

We also have the problems of supplying South
America, and those supplies are largely drawn from Venszuela.
Bome of 1t does come 1n from the Middle Tast.

Wgll, the flow of oll to the countries of the
free world, aslde from Turope, had to be pretty well pro-
tected; and it appaarad that the impaot, to the extent thera
was lmpact, would have to fall on western europa. Any
severe lmpact there would of courss be disruptive toﬁthair
economy and 1t would interfere wlth our national defense
prbgramh, éa I 88id before. But the impact would neces-
garlly be fooussed on Westarn Rurops.

Now in the course of these studies we inoluded
phase two of the problem which was the possible interruption
of the flow of oll through the pipaline systems taking pil
to the saBtarn Meditteranean. We have_the Iraq Pipeline
system coming out of Iraq, and the tap line coming up out of
Saudl Arabia. Those two aystams were moving something over
elght hundred thousand barrels of oil a day; and the haul
from tha sastern Meditteranean, the tanker haul, to:ﬁh?
places required in the Meflltteranean and in Weastern Rurope,
was the shortest haul of the whole saries. |

MR. WILBON: They have been at capacity, howaver,
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right along?

MR. ST"WART: They have been at continuous
capaclty right along, with no interferenca. We had to
agssume that irrth;ngs got bad enough the Arab influence
would interrupt that flow. That would mean the getting up
of a condltion of a supply which the Wasatern Hemisphere
elmply eouldn't meet, with the faoilitias now avalilabls, It
would mean with the present tanker rleét and those tankers
‘that are coming off of the lathes, that the impact on the
Western Hemisphera would ba gomeathing over two mlllion
barrels. Btatistically 1t flpured out tweo million one
hundraed thirty thousand barrels.

ﬁhlle we think we have a surpluse broducing
capaclty in excess of fwo mlillion barrels -~ and I
took cccasion last wwek{ln & Pressg Conference to brag about
having two million two hundred fifty thousand, none of ug
know how long that will last. I personally am not too sure
that the two million twq fifty is a sound flgure. Thers are
problems 1nvol§ed in it that need some lnvestigation. Butl
regardlass of that we don't have the internal tranaportation
capaclty to put two milllon-odd barrels of extra crude oﬁ
the Seaboard and to do 1t promptly and to do it during the
period we might have thils Middle Tast intsrruption. Bacause

none of us balleve -- or I have heard no ons indleate and
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1 certainly don't believe -- that that interruption could
last very long. Consequantly, we have been figuring four
or five or six monthse' trou ble.

Now.as the tlme has gone on th Canal 1s still
oparating. The last information I had indicatéd that there
wag perhape a twenty per cent lgss shipe going through the
Canal in_thé past waek or ten days than there had been in
July. Whather that 1s somewhat seasonsl, or whether it ig
a result of re-routing of some ships around the Canal, I
_don't know. We ars trying to fiﬁd out. But if the ships
going through are esséntihlly all tankera,.or if the tanker
movement through is assentially'what it had been, the intar-
ruption in the flow as of now is of no consequenca. I have
hopes that as we go along that, after this pressnt flares of
temper dies down, and that paeoplse ﬁsing the Canal -~ both
government and induatry -- can gst togethsf and work out-
some satlsfactory solution that will eliminste that Suaz
‘orisis. If it does, that will be wonderful.

If, howaver, we go into prolonged interruption

in the Canal efficilency, which in my mind ocould most probably
aome about with a lack of maintenance of the Canal, with the
Canal standing up as it seems %o have a habit of doing ;h ;;~'
sﬁanding up -- the Canal's efficlency might gradﬁally |
degeriocrate over a period of time or several months, and.

that would have nothing to do with the matter of pllots,




32

nothing to do with The Tigyptlan opsration of the Canal,
axcapt that they wodla be up agéinst it in the normal
maintenance.

Well, we have got to look mhead there and see
wvhat we may face in gradual Interruption of pétroleﬁm BUp-~
plies to Turope, gradual slow petroleum starvation in “urops,
and whether and to what degrae the United States will have -
to move into the field to try to bholstsr thé Turopean petrolsum
suppliee and the Ruropean petroleum economy.

‘Now I don't know how many of you have been folQ
lowing the varlous economio rsporte that have coms out of
Zurope 1in fha pest sevaral months. Many of you perhaps have
never seen them or never heard of them. But in Turopa 1t
has bescome very obvious that coal production, while not
declining, is barely holding the producing rata that it
developed and maintained post-World War‘II. There is no
increase, or a very, very modest inorease, and as a result
the expanding industrial economy of all of the Western
Ruropean countriass 1s depending on energy on pastroleum.

Now that dependence has taken two forms, and
that ralses a serious problem in the Buppiies of'orude. The
big demand in Turope ls for heavy fuel. Secondary demand
Tor the lightar fuel -~ the Diacel oils and vwhat we generally
group as diatiilates. '

Then thers is the gasoline demand. Wall, the
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gaaoline demand is very serlously curtalled all over TMurope.
It 18 curtsiled by the imposition of'Very high taxes.

Whan I was over there in June and July, I
spotited lots of pumps, 1 asked lots of questlionsa, and it
made very little Afference where you wera, the gasoline would
tfansiéta into prices of esventy-rive to eighty-five centag,
and some of the newer premium gasolines were higher than
that.

Most of that extra cost 1s not too much dif-
farant from the refinery hers, and most of that ocost isg
lmposed by g6Vernment taxation. That 1a.partly to'revenua
and partly to curtalled consumption. They could curtall
lmports, and by doing that they ourtail their foreign exehange
problems, and they have it most beautifully involved -- the
moat beautifully 1nvolvad series of economle problsms,
most of which T have never heard of, that you can imagine,
But they still have this demand for fuel 88 energy to mest
their industrial requirements that are riéing. That 1a
running'some thirteeh pef dent'now, and 1t ig forecast
c¢ontlnued ona very much atfaight-llne riss ovef the next
8lx or sight yqafs.

The organization of Wuropean sconomy hag a
serles of energy committses -- o1l is one. That committes
completed & répurt in, I think it 1a Just completé} as &a

matter of fact. It was a pravious energy raport that was
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completed and publlahed in Juné, but the petroleum report,
I don't know whether 1% is even yetloff the press. I have
rafleWed the draft coplss of it. |

The petroleum requirements are going to go up,
and, still up, up, and up, and they are going to hold
aomewhera in that thirteen to fifteen per cent rate.

Now that means that if Murope 1s to bs keapt
strong and if ocur oll needs are to be kept strong enough
To do the portion of the free world'’s work that seéms necas-
sary 1n meestling the overall communist threat, the "uropsan
aconomy has to bae mélntained. They have got to have this
oil %o maintalﬁ 1t. And 1n perlods of emergancy it looks
1ike ¥e ars going to have to do our best to contribute our
oll to meet any sericus deflcit, in apite of the faot that

1t would be a gravs matter to use 1t or for us to simply

‘drain off more of our roserves, more of our lifsguard bloed,

in order to glve them a shot in the arm. But it hna to be
done, done 1t will have to be.

I think that covers the Suegz problem and the
work we have been doing, about as well as I can make it in
this length of time.

Now 1 want to go into this mgtter I touched
on, of why we pitched the particular study tg the MPAB,
and in the minda of some peopls We Were ignoring the

Counecil.
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MR, BLAUSTRIN: May I ask a question just at
that point?

liae thare baen any indication from the top
countries of what'Iraq toplines waere, that they might atop
a flow of 0il? Has thars been any 1ndioatlons along thoae
linss?

MR. STRWART: The indications have been to the
contrary, to the extent thara have been indiocations. Ae
I understand it the only indications that I know of 1s that
1f the Westsrn powers take any overt action sgainst Tgypt,
the Arabs 1n those tranait countries might undertake to
sabotage or dlsrupt the plpeline flow. But there is no
current indication that that ia or apt to happen or that
perhaps 1t would be allowad to happen.

| MR. BLAUSTTIN: It saems to ma'ﬂyrin was a
little more definite than that in some of thelr statements,
some of thelr politiocian statements, that 1f we atartsd |
shooting our way through Buez they would close the plpeline.
| MR. STRWART: Ch yes. Then we have the Arab

oll unlon, under stimulus rroﬁ the Cairo labor unions;
they proceeded to call a strike, on the lines through Byria,]vl
the Sydan Govsrnment moved in, and the boys didh“t come to
work at aeVenro'clook this morning but at one o'clock thaey

Were all baok, -- back under rather poaltive instructions

to stay on the Job and keep the line moving. 8o you can read
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anything you want, and you can assume anything you want,
But I am not too huch‘concerned provided there 18 no ovart
aﬁflon in an outright'attack on Egypf.

| I can assure you that that 1s a thing Sacretary
Dulles has been working on continuously, to try to keep
things calm and to keep some of the more impetuous

from launching into somethlng that might be mighty hard to
live by.

MR. WILBON: You didn't glve a figure as to how
much we could move by seabohrd, how ﬁuch extra orude could
be moved.

¥R. STTWART: We can move by plpeline in the.
neighborhood of six hundred thoussnd barrels-a day through
existing faclllitiasg. That might be dpped anothar fifty.
But to go above the six hundred we would undoubtedly have
to have racourse in some areas to tanksra, whers the flaelds
of producing capﬁoity and there are no adequate pipeline
connections. Thén there would have to bs a use of barges,
and the barges or barge systems WUuli have to_be pretty up
there or prsetty much readjustad to give us the maximum
avallable use by.barge.

MR. WIL3ON: Tank trucks? -

MR. STRWART: Definitely, some of 1t olose to
the Gulf would have to be moved by tank truek. Jo that_to

reach anything like seven hundréd.firty or eﬁght hundred
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thousand barrels, we would hava & lot of extraordinary
transportation problems to meet, and those problams arenoct
all together statistloal. It involves contraote; it in-
volvea costsa; and then a lot of other matters. 8o far we
have glven consideration primarily to capability'and have
not worried about just how some of the eoconomic maﬁtera
would have to be handled.

MR. WILSON: Thank you.

Mﬁ. RUSSELL BROWN: Is there any plan yat te
Taocllitate that tranaportatlon, Mr. B8tewart? Has thers
been worked out any plan in detall as to how to atep it up?

MR. STWWART: We have quite a pipeline flowing
to the government, on Just aexactly what can be done and
where it would need to be done in ordertc have the movemgnt
sat up inside of thres weeks. But we are not figuring on.
any 1ong-puli stuff becauss we ere trging to liﬁit our
planning to say a six-months' basis.

MR. HALLANA N: Are there any other questiona?

MR. BROWN: Mr. Chalrman ---

MR. HALLANANj} Mr. Brown.

MR. BROWN: In World War II and early in the
‘Korsan War, the other agencies 1n-wash1ngtbn waras concernad
Qith industry at firet, but were occaslonally kind anough to
aXpreas édmirationlat the fluency with which the Intarior

Dapartment handled oil and gas mgttera, and the answer waa
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that there was no substitute for the businass. I have
naked Mr. Btewart in this job since 1940 -— and I think he
1s entitled to great credit. I think he has made a marvelous
 raport.
{Applause.) |
MR. HALLANAN: Are there any other qumesetions
which you wish to propouhd to Mr. Stewart, gentlemen?
MR. DUKTE: One; Walter: 1s there any plan used
for permanently dealing with altarnatives to the Suez
in the avent of this occurrance?
- MR. STEWART: ' No plans have bean formulated.
But a wide variety of plans have been,‘points have been
raised and plans are under investigation. They rangs from
the building of super-super tankers to the building of large
pipelines out of the Middla Tast to the Mefitteranean. There
may be mors. But I don't think any angle 1i Enlng over-
looked. |
But when I ‘think of a plan I think of a posaible
plan for action, and ﬂot‘a plan to put on tha'shelr.l There
1 a little dirference there. But we are looking at avary
posglible wéy to move oll.
| MR. MAJEWSKI: Wall, Mr. Btewart, you have got
to have the Suez Canai. I mean, this long—range:thinking
dossn't aquare up with six month's planning. Bo you have

just got to face up to 1it, you'have go% to have the Buez
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Ganai if you are goling %o take care of Westarn Wurope.
| It seems to me that we are wasting tims in pro-
pounding questioné‘about gubatitutes for the Buez. Hsell,
I will be dead, and I expect to live a little whils.

MR. STTWART: I have dwelt on every possible
suggestion as a substitute, and the next question was what
would that pubstitute coat; and ﬁho would have to put up the
money? Thoee substitutes are all expensivs.

MR, MAJRWBKI: I am on your sids. But theﬁe
questions about a substitute, my goodnesa, 1t is like klliing
my twelve kids. What am I golng to substitute for them?

It ocould be a long Job of dlscussion théra, and this 1s even
a more lengthy Job than that. ¥ think that what Bruce Brown
sald, what you are dolng is terrific; and I thlnﬁ wa ought
to go on with the meeting now instead of planning aubsti-
tutes. . Because you find young fellows like Gene and Jake .
back of me —- and I don't like that.

MR. BLAUSTZIN: I have a feeling that we must do
everything poesible to keep the Buez working. I think 1t
would be folly for us not to recognlzae that.tha Navy has an
emergenoy thare for which wg muset get aquipped to meat. Noﬁ
I have never done it, and I haver never known this country
"evar to fall in doing anything Qhen it has to do 1t. I
don't think it is a thing that we really relish, but I think

it is so big we have to study and be preparsd to meet it if
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MT. MAJTWAKT: You misunderstood. I want the
Suaz Canal %o operats, and I want the Stats Dapartment and
avarybody %Yo work out & situstion that is peacaful as 1t
can be worked ocut. You mlsunderstand me. I am sorry.

MR, BROVH; It doeen't depend on that.

MR, MAJTHII? Mo, you have to work wilth people,
you can't kKick people around, whethar it be Nasser or Joe
Blow.

Mh. BRUWN: Yas, bﬁt we would be foolish not
to take it into acocunt thal we might lose 1t, as much as

we might want or fight to keep it.

MR. MAJPWSKI: You are a‘pretty brilliant fellow
but I don't know how ylou can supply Western Turope without
the Buez Canal -~ Nasser or no Nasser, and I think I sﬁould
say that I don't think the guy is such a chump, either.

MR. BLAUSTRIN: I hope that notion doesn't get
. over to Naaggr.

MR. MAJ®WSKI: Don't you think he knows that?
MR. BLAUSTRIN: I don't thihk it ig n ract.
MR. HALLANAN: Well gentlemen, nay ve heve ¥rp,
'Stewart pursue hls discuselon, and then we will oren it
up for further dlacussion? |

MR. MAJTWSKI: I thought you wanted aunsstions.
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MR. HALLANAN: Well, we wera getting a 1ittle
beyond the stage of quastioné.\

MR. MAJTWBKI: I was going to dabate that polint,

too.
MR. STTWART: I will shift now to another phaeé.”
That i1s, thls matter of request to the Gounoii
for reports. - We have had this long lapse aince the January
meeting, and in thls past three months we 1n the office of
0ll and gag have been concentrating on this eurrensg smergency,
end we have been picking up what 1nrormat1§n we could get,
and get quick, to meet our prssent neasds. We have baen
giving very limited thought to long-range probleme.
But we do have a long-range problem.. In the
' ymar 1954 the increase in crude oll ressrves over the |
previoue'yaar, and counting the production during the ysar,
was very modest. The increase shown on its January 1, 'S5,
on January 1, '56 was still lower. We have been watching
the dlscoveries during this year, and it doesn't appear to
me that the discovery rate for the yéar"56 will be vary
much differant from the discovery yasar oF rate 1n fhe yaar
155 or '54.
| Now our producing rate is rising, and 1% will
continue %o rise, and what £t will prove to bs for this year
is atlli opan‘to some question. But I think it will be

or will crowd saven million two, and for next year 1t will
|
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undoubtedly, uhdor'normal conditions, ba seven million five
or six, and that ias without sncro aching on Mr. Rusgell
Brown's little jurisdioticn on imports. I @m talking about
what w§ will undoubtedly do domestically. |
Along with the rise in producing rate, we have

had pretty much of a leaveling in our aoccrual 6f New resserves,
and whather that 1s temporary or whethsr it will go on,l
whather we are reaching our peak of oil finding or whethar
thie 18 one of those tsmporary lulls pending the discovary
of some new very*brolirio arsas, I don;t know, and I am nﬁt
undertaking to predioct.

| But from our positlon'here, whers we have got to.
look down the road petroleum-wlse more than this month or
next year, it doei'giva me cauae for 66nosrn.

' There 1s another element in this. We bullt up
statistically an astimate of our'ovarall oil activity, ahd
We measurs that'againat some monthe' production and we have
a certaln reserve or sxcess oﬁbaoity. |

Now in the past two or two and a.halr Years we-hafe
had a tramendbuﬁ'apblidation of that new feohnologioal
practice of rormation rrncturing by the use or llquid. oil
or watar or mud or what. It WOuld appear that that teohno-_
logiéal praotice has been vary errgotive in bringing into
produotion fields or pools which may have besn known but

were under qu@atibn or un-ccmmsrcial, or new finds that in
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the ola practices,it-would not have been commercial but now
thaﬁ gre. |

Ir this rormatibn fracturing runs someawhat
anaiagous to the results of shooting in the old hard‘aands '
andllimes, or the reaulte of acidizing in limestone, the
productivity of 1ndividua} walls may decline with great
rapldity and reaoh scoms s8table striﬁpér stage and raéoh it
%f an earlisr period in the well's 1ife. It may be that
~additlional formatlon.fraoturing or sdmething wlll tend to
prolong 1%, prolong thé produoiﬁg rate, and 1t may not. But
howrmuch of our parent productivity, as of now, is dependent
on the initial assumptions made with respsct to these tre-
méndous number bf ﬁells that have been drilled using the
Tformatlon rraotﬁring,\l don't know, and 1t glves me some
cauaé tb wonder whether our statistical figure -- call it
two millién and-a quarter if you wish,f- whether'that.ia
sound, and how long can we count on it. Thres months?

| At the pregent time we are assuming we oan go .

three or'rqur months without any question. But could wa go
8lx months, or could wa go a year?

And 1if we ware able to drill no additional wells.
how long could we count poaitively on having how much 0111

Now along with all of this 1s the fact that sach
&ear the number of wells drilled in this country has riseﬁ.

Some. three or four thousand wells. If we can follow the
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curves produced from the oil and gas Journal's Tigures it
WOuld look like We ara sohedulpd now to drill somawhara in
ths neighborhood of sixty thousand wells thig year,

Well, sixty thousand walls 13 a lot of well. It
is é lot of footage and it 1s a lot of steel put in the
ground. If that is not produstive of substantial rule, and
if our accruals aré to some large degree tied up in these
formation fracturing fleldas, whers do we stand looking down
The road?

Now 1 am going to try to frame a qQuestlon, a
| request to the Councll, for a report, and have that praepared
and presantable at the next meeting of the Council, and in
presenting 1t‘I want.to make 1t Juat as broad a question as
I can and one that the Council can conslder and glve us some
advice, some ldeas, some thinking, as to how 1? will look
down the road. |

The Council can't make projections in some wayé;‘
In others fhey are perfectly free. But to the sxtent they
can I think that the time has come when we havse got to call
on the best intelligence in the industry to give us the bast
appralsal of where we stand, with respect to our patroleum
resarves and our near-futurs patrbiéum s1tuat1on, the five.
Year gituation plan, -

I don't know whether it would bé dasirable to

project it still farther. Thare are tod many assumptlonsg




45

that will have to be made.

Now on that one-third pract1c§1 matter, and 1
belleve wa havé taken advantage today of what I consider to
ba a captive audisnce -~ that 1s what I understand the
politliolans have baen doing -- and I am talking far mora
fhan I have avar talked before this Council, and a lot more
than I have any desire to. But over the several months we
have built up a lot of things that normally would have baean
taken up with the Councll in much smaller dosns.

The Department of Interior has now complated
the proosdurss for the recrultmant under the ﬁreaent lawa
cf.ah axacutlve reserve. With that done, wa ars in the
position to now undertske to racruit that exacutive reserva.
I wag rathar cool to the whole idea ae having any real
‘practical value to the oil and gas mobilization problams,
bscause wa have damonatrated, and wa do have a National
Patroleum Councll, we have a Military Advisory Boarad, we
have our Gas Industry Advisory Council, and through thase
various groups wa do have what amounts to elithar first-range
axecﬁtive rgaerve or we have got the man who can provide
that reearve and do it vary abruptly.

Bruce Brown went through that back in tha
Fall of 1950, and o1l and gas was organizad'and working
affectively, becausa I was in a position to watech it,

months before any other industry grouPEHWere raally




organlized. That could be done agaln.

But when we went through this operation axer-
‘olse alert in 1956, that war—game affalr in the last of
July, 1t bacame very apparant to those who wara participating
that while we had a top struoture, s top organlzation, and
a skeleton rapressanting it, that 1t looked good, and it
showed that it would function vary satisfaotorily. Ve
had a head; we had no bodj, and we had no faeet, and that
element - the having no feet -- 1s the problem that Dr.
Wilgson in hils emargency committes has besn hammering on for
two Years. B

We think now that we have a way in which we can
provide both the body and the faeet for the emergency
organization iteelf.

| lEor the grasa roots we balleve that wa can work

wlth and through civil defanse to make sure that the im-
medlate supply problams in the 1ocal areas, particuiarly in
the disaster aress, in the event of a bombing, will ba met
from local resources, by the men in those locsl areas who know
What is there and know how to handla the problem, and those
men will, under the present thinking, be the committees sat
up by civil defense, but those committess will be the indl-
viduals whom we will have built into our axecutive resarve,
to tﬁe eXtent the 1nd1v1dnala are willling to so join, and

that the normal work that they will do in their oivil defense
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training will be adequate training for any future in the
exgoutlve resarve.

Now we'have got to havé --'1f jou call that
defeat, that is defeat so far as the civilian probleﬁ 1s
~ concerned -- we have got to hafe the body, we have got to
have the original organizations, and of course we hava got
to have the top organizations. I don't think any of us are
Toollsh enough to assume that a Hugh Stewart, who happaﬁs
to be Direotor of Uil and Gas at that time -- or Joa Smith,
if he happens to succeed me -- will be exempt from oblitera-
tion in a bomb-drop that hhppens to hit Waahington; YWe
can't count on individuala, and we can'ﬁ gount on a central
- nuocleus here. We have got to oount on an overall, tralned,
executlve reserve, and that reserve spread through tha
country and 1t inocludes men from various sesgments of the
induetry, from all arsas of the country, and men of a wide
range of capacities.

Now 1 am telling you this because Just as soon
as we can get a breathing spell from trylng.to flgurs out
the Suez'éituation, we ére golng to ;aunuh into an aggres-
silve, recrulting campalgn, for the eiecutive reserve. I
think 1f'any of you have any thoughts on ths matter, not to
111 in at this meeting today, but if you have any thoughts,
ideas or suggestiong, I will eertainiy be'glad to get them

‘by letter, say, so that as we do get our campalgn going we
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can make 1t as reslletlc as possible and make 1% as little
of an imposition on the men in industry as we know how to
do 1it. | |
Now “alter, I think I have sald evarything 1
have haed any ocession to, ané maybe some mors. |
| MR. HALLANAN: %ell, now, do you wish to answar
any questiona?
| MR. STWWART: I will anéwer any.queations I pos-
eibly ocan. )
MR. HALLANAN: Now Mr. Majewski, do.you have
any mora dquestions?

MR. BLAUSTMIN: I yield to the chairman.

MH. BROWN: Mr. Brown, how about yieiding'a
11ttle to ms.
MR. HALLANAN: Veary well. We all recognize

you, I am sure.

MR. LAWTON: It has besn & pleasure to be &
member of the Council. I am Ruaﬂell'Brbﬁn's asslatant,
‘Mr. S8tewart, I am one of the indapandent operators.

MR. STTWART: I think I have heard of you,

MR. LAWION: On the bottom of IPA's statement
it says thet there ia no seourity. I think.that 1alﬁhaf'.
you sasld this morning. |

Now I am a little bit alarmed'---not“parficularly

that we can't do the Job, bacause we can and we alvays have
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here in this ocountry -- but I was rea&lng Fortune the othar
night in the bathtub. It said in there We are out of order.
It | Juat rlatly stated that we havé‘got to go over here and
take care orrthe Sueﬁ, and wea've got tq do this and.thét.
| I go down to Dallas and 1 get on an aeroplane and

I blck ﬁp Newaweek. %e are going to haVe gas ration. It
saye that -- queation mark. Now that is propoganda.

The 1ntarnational dollar has got no conscisnca.
It 1s a lot of duet, and there is a certain amount of oil
to produce here in the United 8tates; that amount is down,
or coet 1s up. Ws Independants have got to haVe some monay
to g1Ve to people to find the oil, |

I know vary well that it takeé é few more welli
and a rew more feat of hole and a few mors wildcats to get
| thle thing going. Hell averybody knowa thia.
) But now aomebody is off-baae, and maybe some'or
the top gentlemen of the 1ndustry -~ and I don t mean anything
personal in thla -= but you may be aasooiating too closely
with that international dollar, you had better get away from 7
i1t and think of your country a little bit

Now‘what 1t does to us I don't care. But. these
gpntlemen hare, the ﬁrmy and the Navy, have got it here in
the United States. There 18 no sscurlty 1n_roraign oll,

Now Sfewart dld g gdod.Job'of reporting but is

off-base on the last part of his report,' iIf we ara given
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the money, the money will come from our abllity to sell our'
part of the oll, in the only gbod'market in the United
States, and the indepsndent industries will furnish you
majors the oil,
| MR. WILSON: Mr. Chalrman, I muat confess with

regard to this axecutive réaerVe, I am a 11ttle cool to thig
a8 compared with the alﬁernatlva that we set up more than
two years ago.

Now our emergancy organization of committees
in different parts of the oountry is fully capable of handling
the problem on a decent, ratibnalizad basia,_ thare. is your
axecutive feaarva. Vhy don't we get 1t and get out of the
clutches of the civil defenae?

You realize today, if bombsa drop tomormow, each
State's clvil diresctor would run around to the refineries
and tell us what to do. Now that is a hell of a way $o run
the o1l industry.

MR. BTTWART: That 1s one of tha reasons it has
taksn ug 8o long to get down to whare wn falt we had a
clear-out plan that we felt we could put thi-oggh.

MR. WILSON: That 1s our ezecutive reserve. If
you set that up, you've got it. |

MR. STTWART: It 18 not as saay under law to set

it up that way as we would like to have it.

MR, WIL3ON: The government 1s Just aslaeep on
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1te feet in dolng the Job that needs to be dons.
| Hﬁ. STTWART: Well, to avold the éontingency

thﬁt you are taiking about, we have an excellant working
arrangement anf a plan which we hope to have —— an agreement
which we hope to have concluded batween us and oivil defenase.

We have the cooperation of the State Civil Defense
agencles that they will turn the oll problem ovar to us,
regardlass of what 1t ie, and they are sagerly and fhoroughly
aware of the faot -- at present at least -- that they could
not toﬁch the reflneries, the main etorage.

MR. WILSON: Under ths law that 1 what they are
suppoaad to do. |

MR. STTWART: Under the law they are:authorizsd
to, but they know they can't do 1%, it 1a bayond their
capability, and they ars thoroughly glad to have us move

in and set up some framework which will be closely coordinatad'ﬁ

With their operations and has to bs on the looal level, but

one that will work. I think we have got the answer to our .
problem.

| MR. FENTAR®S33: Dr. Wilson, I would like to ask
_tﬁe privilege of addlng a couple of comments on that point,
and that 1s this: during May and June of this year we
spent two members of our staff out to five of'the'SQVen-
regional offices of tha Civil Defenass -~ the Unitedhﬂtates ig

divided 1ntd_seVen regliong -- and the ragional offices are
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8till what amounts to a federal aganey. They also visited
the majority of the States 1ﬁ eaeh of those fivn ragliona.

We gathered from that survey, which w&a a4 briesf one, admit-
‘tedly, that the States have awakened to the faot that you
can't captive all the faoilitlas wifhin ﬁ S8tate -- you can't
capture them and operate them solely for the bsnefit of

thet 3tata.

Tvery State 1@ a have-not State for éomething,
and most of them are a have-not State so fap as oll 1ig
'conoerned. We wera vary pleased that they ara begilnning
to recognize that.

Two years ago we firset started worrying about
.thla. The other philosophy was predomingnt, Dr.'Wilson,
then. As a result of that We;hava prepared -- and 1t 1a now
in the Seoretary's office -- a prOpésal which we hope ths
Federal Civil Defense will send out to the regions and to
evéry Statement to svery State, to the effect that wae, or
our suocessors, rather, the wartime petroleum and gas agency,
will havs sﬁle responsibility for all petroleum 6paratiohs'
up to what amounts to retall distribution; that the Clvil
Defense in the dlsaster areas obviously will taks the part
of what amounts to the rationing agency during the time of
the smergency, the initial parlod of the emargency, and will
dlstribute at the retall level.

- But as I say, that we would have the sole
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responsibllity up to and distribution to that point. On
gas, that will or would ba up to the city gates, that they
would be responsible within the city gates. If, as we
hope, Dr. Wilson, our next shot on this problem is to get
fhat out to the 3tates and then go back again -; and 1%
doas take periodlcally going back to tha States to keep
that ideam sold and keep that philosophy impedad in the
hearts and minds of the peOplg in the States and locals.

_ MR. WILSON: Are you golng to set up a decentrale.
ized emergenoy thilng, such as they'recommended? |

MR. FTNTRSS: That exeoutive reserve which Mr.
Steﬁart mgntionad, ag I understand it now -- and you can
correct me if you wish -- our plan included sétting up on
fha.faéerVG liat peoples who wouid be the oll agency in time
of war at the local lavel, and who would move 1in, and it
includes saome beOple who probably wear two hats —- Civil
Defenss and an Ol11l Agenoy hat.

MR. ST™WART: Thgn above that, a regiongl,,and
above that, a top aganéy, the nati-onal agsncy.

MR.. F‘E_NTRTCBS; What 1t amounte to is we are
gubstituting the words "axecutive reserve" for "committeeaﬁ
baecauss of the légal aituﬁtion. It would be the same people
aolng the same Job.

MR. ﬁm.rﬂ:wsxx-._ What I am getting out of this ls |

that Bob Wilson s improving in adjectivea with emphasis when
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he says " a helluva way' —- that is whét it sounda like,
| MR. RUSBTLL BROWN: Let's getl back to producing

capaoity.. I want to compliment him on his flnal study
with domihg up with what I thlnk is a mors realistio figure
of two and a quarter million.

| The point 1 am making is that he 1s uncerfain
%nd he 18 hesitant and he is not very happy with the con-
clugion. | | |

This Council has a committee and has maintained
it for studying productive capaclty. They have made a good
report. That ought to give him confidence if he lacks that.

Why doesn't the Councilwgb back again with thig
fine 6qmm1ttee and bring it up to date so he will have the
agsurance he need 8 to have in the position he has?

MR. HALLANAN: You are refarring to the McCollum
commlttes?

| MR. RUBSELL BROWN: ¥es, one of our best commit-
teas.

MR. HALLANAN: Yes.

R. RUSSTLL BROWN: And then in addition to this, .
th;s quast1on of moving to the market, thare 1s a question-
of mig-use. Ir_We don.t have any ngéd to move to market,
the transportation system falls into mis-use. If you find
1t_aftar you get éble to use 1t, your trangportation aystem

will be kept up-to-date. So I think another study on that




may glve you more assurance.

MH. HALLANAN: Thank you.

Gentlemen, we have with us this morning two
diatinguiehéd representatives of the Defense Department.

L xnow you will be interested in hearing their
gituatlion from the standpoint o f military patroleum require-
ments. | |

I would llke at this time to prasent Major
Géneral L. ®. Ootulla.

MR. GOTULLA:; Mr. Chalrman, and gentlemen of
the counclil:

1 think the intarest of the Defense Department -
in the work that has besn carried on undar the sponsorship
of the UIfice of 011l and CGas 1n the past few months ie quite
obviocuas.

- Needlase to say, we in the Defense Depariment
have bean following 1t very closely and have been partioi-
pating in thqaa atudles to the axtant that wa. could obntributé'i:
anything to those studlss.. ”

| I.think historically 1t has been the practioe
of the offics that I represent -- Fetrolsum Logistics,
and my predecegsors in that offiee -- to come before you at
your meetings and give you a brief.run-down of the military
regquirsmenta. o

- You have got'a long achedule ahead of you this
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morning, and I have & plane to cateh with not too many
minutes so far to apére, 80 I am not going to glve youIVery
much 1n-the way‘of milltary requirements.

"Pérhaps Admiral Lattu will touch upon them in
his remarks to'ybu. Buffice 1t to say the military require-
manto for the ourrent fiscal year'are.up sllghtly. Wa, a8
you know, habitually take somewhers batter or bstween in the
neighborhood of five per cent. That is the military require-
ments reprasent about flva per cant of the country's off take.
That isn't aoroaa-the-board by any manner of meand bacausa
we use a iarge percantaga of some products and a smaller
percontage of others.

1 bellaVe the last pstimate for this ourrent year
13 gomnthing of the ordar of g_quarter or 4 billion barrels.
Up alighély from last year, the increase belng for the most
part in the Jjet fueis.l I thlnk'you cén anticipate that your
Jet.fuel requirement will continuo to 1ncrea39. I don't
~th1nk there will be any aigniricant change in the avistion
gasoline requirpmenta,ralthough they may too go up to a
certaln extent.

Gentlemen, 1% has been somathing over six_years
since I last came before the Natlional FPatroleum Cd@hcil;“ I
return, as Mr. Btewart referred to, I returngd-rromzﬁurope

a little over six months ago, and have aince that time been .

in the Uffice of the Pirector of Petrolsum Logistice of the
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Defanse Department, taking over from a gentleman whom I am
gure you ﬁll remembar quite wéli -- Chiok White. Lat me
say this; that I am very happy to agaln be 1dentified with
ths petrolsum 1ndustfy and to have the opnortunity to ooﬁe
before you at your méetings.

‘I look forWard to the opportunity to aa¥ something
to you tha.next time you meat. D '

Thank you very muoh.

(Applauae )

MR. HALLANAN: Thank you, Ma jor Gennrél and we
are hOping to have Yyou baok with us. |

| I would also like to 1ntroduce at thie time, a8

a represantatiVe or the Military Patroleum Procuremant

Pivision, Rear Admiral lattu, Txecutive Director, Military
Patroleum Bupply Agenoy.
 Mr. Lattu.
 -MR;\LATTU: ‘Thank you.
Mr.schairman,‘and.gantlemeh:
It 18 4 pleasure for me to be hers today.

- Now there have been a lot of questions asked the
last two or three months. ?eople have asked ma: "What is
"thla 3ingle Managar for Patroleum?" And "When is your
' organization taking over from the Armed Services Purchasing

Agency? - And "Where is your office going to bes located?"
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Alsc, they have aaked:r "Who ia this old Admiral
who 18 getting mixed up in patroléum?" |

Well, nature has been pretty good to ma. I don't
Teel o0ld too oftaen.

Now to save you a lot of time I am golng to paas
out two pamphléts. The first one will give you Seoratary
~of Defansa Wilgon's directive gsetting up Binglé‘ﬁanagaf Plan
for various ocommoditiss.

The sacond paper in thie pamphiat 15 my child,
‘dated July 24, which gives you a plcture of my new rasponai-
bilify. You will note in thers that the Bacratary of the
Navy, the Honorable Thomae, is s Bmgu} Man'ager.. I am his
Exacutive Diractor. He has deiagatad thess responsibilities
of ths 3ingle Manager down to the Chlaf of the Bursan of
Supplies and Accounts, who in turn has delsgated 1t to ma.

In emaence the 9ingls Manager Plan is very similar
_to military trﬁnaportation system; and military air trang-
portatlon aystem, as wall as sasn traneportation system.

There are eonaidarabié ressponelbllities given
to the old; such as standardization, cataloging , and
varioug other coordingtion fﬁn&tiona. Wa astimate that our
procedures and organizations ﬁill be appro?ed. lat's say,
within a month. They have to be approved by the Army, Navy,

Alr Force, and Department of Dafenss. If thinge go well,
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sometime early in NQVemﬁer the military petroleum aupply
agency will take over all the paréonnel, military and eivilian
in the present organization.

ASBPPA wlll be dig-eatablishaed on that Adate. I
don't anticipate any major changes.in the rélationships
betwéen the departments or with indusatry. The present
diresctor over thare, will be my exescubtive officer. Some
of the officersshall I say who I have already picket out are
ovar there working, sc 1t will be a very smooth{transrer of
funotions to the new organization.

We will stay in the same lboation that we are
today: that 1s, in the Yards and Docks Building.

Now Gﬁneral Cotulla mentioned éoma of thé
requirements. You will also receive this oopy of the report,
which 1e their annual report, put out by the organization.
You read this on:your way home, pass 1t around to your
company, 1t will glve you the tregnd of prncurementq_anﬂ
r&quirements. | |

Youvwill note that thare ara ovar a billion
dollars of purchases, and we eatimate there will ba about a
bill;on one hundred next year. COur requifemgnts in Jet have
definitely gone up approximately thraee per cant. In bgrrels
from 223-b11110n to 250-billion -~ pardon me,HEHO-billiqn.
The rest of the products are ralgtivaly htat;onary.

I have heard nothlng'but outstanding remarke in
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regarde to the spendid cooperation glven by industry to the
present organizatibn, to the military department. I assumé
that the same 000paratioﬁ will belglVSn to me, therefore I
anticipﬁﬁe no problems in the future.

Frém this confarenca_I alao_aasume that you
gentlemén are not bashful. Thereforse, don't help yourgelfr
to hesitate to tall me if any problems may orop up., I
want to know about them, and the best place to put those
problems 1s right to me, because 1 balieve in looking into
problems and solving them, taking action,

My motto of the.ﬁast héé baan “Services to thea
Fleet." All I bave to do to that now 1e to add, "Servioce
to the Air Force and to the Army."

Aa you know, my job ia to keep the oil and othar
petroleum produots flowing to mest the thrae services'
requirements so that the planes, the tanks and the ships are
feady when’théy aré called on.

Thank.you.

(Applause. )

MR. HALLANAN: Are there any questlons, gentle-
men, which you would like to address to Admiral Lattu? Any
.quastions at all? |

Thank you very much for this very fine brochure,
Admiral, 1 am sure we will find 1t very 1ntaresf1ng,

We now pass, gentlemen. to the report of Special
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Gommitteﬁs.

The first committee today is the Gommittde on
011 and Gaﬁ Induaﬁriea Manpowaer - Mr. W, W. Vandevaar,
Chairman. | |

In the absence of Mr. Vandeveer, who was unébla
to come today, the report will be presentsd by Mr. George
Dempeter.

Mr. Dempster, will you come‘forWard, pleasé?

Mr. Dempater, gantlemen, is Chairman of the sub-
committee that 414 & gfaat deal of work in the preparation
of thle report.

(Applause.)

MR. DYMPSTT™R: Mr. Chairman, and members of tha
Couneil:

Mr. Vandeveer asked me to stand in for him in
his absence, to really help in any discussion. The report
has slready been submitted to the Council in June, mnd I would
suggest that, to the Council, that perhaps the reading of 1t
be walved and go direotly to any pointa of dlscussaion.

If that is agreeabls, Mr. Chalrman?

MR. HALLANAN= Yes, sir,

MR. DEMPST™R: Then I would like to Just repeat

that the report has been prepared along the 11ne- that Mr.
Vandeveer reported in 00tober, to the Council, and that 13

we have avoided a questionnailre excapt for a small one to
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the national natural gas industry. We have promoted ths
use of, mecond, largely by-products from government.

This means that rigﬁt today this ocan be brought
up very qulckly today, with perhapes no more than a six
months' lag in data. |

The aatual numbers I think do not nead repeating
here, other than to point out that-they are an attempt to
put down employment of people who are in Operations and
maintananca, the people who carry on the busingses today,
and not thoee who are engaged by the industry on the basls
of contracta or for construotion. |

As you'know, our industry uses contfact servicas
to a cdnaiderable extent. Those services do other Joba.
They build buildingﬁ\and pave atreets and do all kinds of
construetion. To the axtent that our employment 1a larger,
you must bear in mind that that factor is missing.

- API very kindly helped the committees in its
study by inoluding in a qusationnaire on research expendl-
tures, a quastion about manpowsr in this fisld, and we have

the results of that report, to repeat, seven people out of

 avery hundred in our industry has a aoientiric or englneering

baukground 80 to the extent that any ehortage exiata 1n
any one of those kinds of gkilla, we stand to suffer pro-

portlonately.
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Becauge construction manpowar could not be
determined on“an accurate basls, it would have bean mors of
a. shoek basis if we had attempted to do 1t, a procedure
was gat up rof the mllitary petroleum advisory board to get
five as they need them.

I should like to mentlon that such agenoles and
sssociations as the Pipsline Gonatructors, Contractors'
Associatlon, and the National Constructors' Association,
and the Drilling Assoclatlons have all indloated to meetings
of this axedﬁtive commlttee that whenever the question or
problem is ready they will help out.

Inoluded in the report is a list of critical
occupations, togethear with daadriptiVe material as to how
our \ndustry operates, wharithe_qomponenta are, 1ts objeotivas,
how 1t works together. We hope that gOVernmenﬁ can use this
aB a means of telling every facet that there aras componanta
that are essentlal, there are people who are nanded, and
money and materials is not fhe only thing that does thé
Job.

There 18 one recommendation from the committee
to you, and that 1s that if the government is intsrested in
continuing studies of this kind —-- and if the 1ndﬂs%ry'
Atsalf 18 interested in having an inventory from time to time
of its smployment - then it 1s poas1b1e'to contlhue to do

this wlth a minimum of burden, no questlonnalres, if we all
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gort of eges that the peOple who do the reporting -- which
is required, it 18 statutory -- sort of take a little time
and analyze that the division of manpower is allocated to
thoss branchas of the 1ndugtry that were interested 1n know-
-ing about 1t.

~Again, aﬁch essociations as the API or Naturagl
Gas Assoclation, varlous kinds of aseociations, they issue
annual reports from time to time about barreles of things that
they do, and I think thay might just add a few things sbout
the people who do 1%t in the way of numbers and maybe the
quallity of skills needad. |

Mr. Vandeveer I know would 2ay that the'resﬁlts
have besen dlacussed with go#ernment 1nfoﬁmallj;.ah& gehtié-
‘men I now juast submit this for our discueeion or approval.
| Thank you.

MR. HALLANAN: Thank you, Mr. Dempster.

#ant lemen, you have recel ved copie?‘of thié
‘report which i8 now before yoﬁ; The qusaﬁiéﬁcia upon the
adoption of the réporf of thié odmmittaa on ménpqwar._

Are‘you feady fof ﬁhe QuéStion? |

MR, RUﬁBELL BROWNQ Ygs. i ﬁbve its adoption.

:MR. HALLANARN: Mr. Brown moves the adoption of
the raport;_ Ia there a second?

'MR. MAJTWSKI: Second.
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MR. HALLANAN: The reporf ls unanimously
adopted, with thanks or the commiﬁﬁee, Mr. Dempster.

(Repqrt adopted. )

* (Applause. )

MR, BT?WART:. Mr. Chairman, right here, I would
llke to make the comment tﬁat this thordugh—golng raport,
which has baen présanfed‘today, ia going to be of a great
deal of value to us in all of our work with other.gOVernmant
.ageneieh and 1in our supplying o: sound manpower raquiremsnts
to the Urfice of Defense Mobilization, so that our critloal
manpower will be'apprOpriate, Qf our oritical need for
manpowar_will_be_appr0pr1ately recognized in an emergenqy.

. MR. BALLANAN: Yes. ”

Dr. Wileon, may we have now the report on Oil
and Gas Emergancy Defense Organlzation?

MR.. ROBWRT ™. WILSON: The committee on oil and
&as emergency defense organization, which made 1ts report
two years. ago to which I have already referred fo it an in-
qu;ry coming from the Cil and (Gaas Divislon regarding the
smergency use of certain things in wartime'df the communica-
tion facilities of the petrolesum and gas industries.

The Oll and Gas communications faciiitiea un-

doubtedly would be of soma supplemental valus in the full

'network of communication, in tha avent of emargeney, which
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'might ordinarily daatro# our facilitiess. BRut to have them
grabbed by FCC and other govérnmant agenclas, and put into
something elase, is gbing to 1ntéfrupt aométhlng far more
1mportant.

In other words the mgsat important and the only
auick uge that-can:bq made of these raollifies‘ia to keasp
the oll pipelines running and the otl drilliﬁg running and
all tha other things thét dapend on these.

Howaver, by advancé plamning =and careful coordina-
tion we can undoubtedly make some of thosga facllities avallable
for other purposes. Your comﬁitteé usad the usual éxpﬁdinnt
I getting a subcommitiee which knew a lot mora about it
than the main dommittée, aﬁd whi la tha.main committee hﬁs
not acfually had:a maeting to review this, I have ﬁ;rnulatgd
a memorandum to the mainroommittee‘to sems 1 thare ia any
briticlsm.

1 want to introduce Hr. Collﬁtt who is of the
Atlantic Refinlng, who has been Chalfman of the Commiﬁtes,
and Mr. Kellar as Secretary, I think they have drawn up a
niee report, and in viaw of the fact that many of us ars
not famillar with many of thess facts I have asked him to
glve a substantlal summary of the report, reading certain
important parts of it, if you will, Mr. Collatt.

/ MR. COLLETT: Thank you, Dr. Wilaon.

The first meeting of our subcommittes was held
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in Washington on June 5th, 1956.

At that point there v - Ee

2

‘ag to the direstion out herg that ov.r st ara ea generated

i 4y should tgk
and as a result a preliminary draft ba-ofu' ou ake,

1 that outline was
'prepared and there was a subsequent mseting to e va

~on ' : Kansas Cit
on August 2nd where a final arsft was prepar ansas y
' : ‘ anm ad and re-
submitted to our committes later for thei . o T°
‘T shall read from the repor ¢ full'apprgval,

it to-you- ' | - A :', /o the substanocs of

Tt is the oons’

. 1d wlew 0f L
committse, composed idersd view of your sub

in providing ths e of oomnunication:sxpartl trained

. o assntial in wire and radio
fadllitles, tp pr o . _

stroleum natural 8 industrles
that thlra would ba way . &a ’

the lndustry'e.prqr‘+§', and means of utilizing
. _ " _nmunioations facilltiss
‘ﬁo fﬁlflii gome of , S .
_ » the emergency pommunication
r,qp1r§m§nt9 o the Department of Interior as
rgqueated- ST '

“thla Yy
gy subcommittee doams such an

arrangament Tea. -

' e and even daslrable in some’
1nstanaes in f&Oillu

-

_ :'ing the common defense
effort 1t shuuld nor ‘

- 4otad that auoh a program
Houlﬂ reqpire much &'
‘ . - Advance planning and oohld only
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_-and money. Although the basio facilities
required for such an adaptation already sxiet in

. -many parts of the country, much planning and some

- constructlion would be necessary in othar seotions.
. In gensral, however, the baslc facilities exiat
“'in‘areas where the potential nnad would be:
greﬁﬁsst; E | |
'-"The-implementatﬁon'ofAsu¢h*a‘prbgram“h&ét
‘be donie in such a manner'tﬁax'1t3w6ﬁ1d'not*1ﬁtér--
fers with the sssantial day to day operations
- of thess facilities by the pstrolsum and natural
- - 'gaa 1nduitr1§§; sihbé‘tﬁe‘nééda*fbrfiﬁéh communica-
tione Taoilities would 1noraa§a materially in
‘a'n:,'r' national emébééﬁcy. The proposad pla.n uhould
© 'aléo include the leased wire oiréuits now uged
(“by thpae induatrias but which are not now 1nc1udad
‘1n any sffgctive priority aohadule ror uae undar N
omerggnoy conditiona. |
o "It is not reaaibla, or dealrabla, at thia,,
time to outline a dstailad plan of operation.,
| Your Subcommittse doan reeommend howevar, the
appointment or a Natlonal Patroleum ”mergency

Oommunloatlona Director in the new pgtroleum war
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aganoj, if one 1is oreated who will have ru11
reaponsibility in making cartain that there will
be no 1ntarrarence to aasential patroleum
rrradlo or wlre facllities, that thay are not
closed down or taken over by any othqr govern-
| mqnt agency and who would also have the responsi.-
billty of then integrating the govarnmant's needs
in thig ares with the industry's use of 1ts own
privéte facilities."” |
The ldea here 18 to have an organization paral-
leling the defense organization proposed by Dr. Wilgon,
but working within the framework of that organization, for
communication purpocsas.
"There should alsb be appolinted, in whatsver
regional organizationi be oreated, a similar
Reglonal Petroleum Emergenoy Communications.
- Direotor with responsibility for carrying out
the same functions at the regional and state
levals, since he will be mors intimately aoquaint-
~ ed with the local needs. The national and
regional Directors would then have close llaigen
with ah-Qmergancy Petroleum Communications Com-
mittee to be selected from existing gfdﬁpa in the
petroleum and natural gaa industries such eas the

Uuntral Gommittea on Radlo Facilitiaa of tha
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American Petroleum Institute, the Communica-

tiona Committes of the Americen Gas Association,

the_Nﬁtiqngl Patrolsum Radlo Frequenoy Coordina-
~tion Assoclatlon and the Petroleun Indﬁstry

Eloofrical_&sgociatlon." |
MR. HALLANAN: May 1 interrupt you just a

moment? There saems to be an important call for Mr. William

Allen of the Marltime Commlsslon.

| Pardonme. _ _ N |
MR. COLL®TT (aontinuing): tIr this were put into
effeot, it would bs of maximum ussfulnees to the
Office of O11 and__Gaa and would minimize .poaslbie
after affaota of nﬁtgqﬁ damaga to commerolal ocom-
mon carrier commuhioations, aince those remaining
wpuld ba oyerlaéded with high priséerity messages
with the result that many important petroleum and
gas messages would be delaysd or not eent. Thus,
such an emergency communiocations plan would be
desirable to both the government and the indue-
trias in coordinating thelr common effortas in
this important area of natlonal defense.
"The development and activation of any

plana for emergency petroleqm communioations
should awalt the ruture.plana-of‘bmerganoy‘a

of the National Petrolaum Council's Committee on
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011 and Gas Emergenocy Defense Organization.

. The planning for emergency ocommunlcations would
then be coordinated and integrated with that
‘Committes's overall amergancy derenae1§1§nning..
This would sssure maximum cooparﬁtion-and.
efficiency."

“While thare havs besn a number of studies made
within this Councll to show the role played.by'cbmmunications
in our day to day cperatione, it ia my raéling that there is
& very definite lack of complete inrormationfon the roig
communications plays in our operations tbday, and would be
played to a greater extent 1n'nn émergeﬁcy situatloﬁ."

To give you an idea, baok artér the war our

_ communications conelested primarily of wire. Sinqe then we
have éxpanded gfeatly in radio.‘ | .

| At tha end of the war there was upwards of two
thougand radio tranamitters. Today there 18 over forty-one
"ﬁhoﬁaand transmittera. At the and of the war the communioa-
tlons consisted primarily of wire; today they consiet along
the piﬁelines of' many thougands or‘miles of microvave. Inter-
rupt those facilitles and you héée interrupted your pétrolsum
activities. Let them be taken ovar by any organization or
.preempted in any way or elonad down by regulatlon and you
have serioualy 1nterrupted your facilitiea.

"From this brief outline, it is apparant
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that the patroleum induetry's use of wire and
radlo private ocommunications systems 1s very -
graat. The petroleun industry, and in turn, the
national ssourity and defense would be disas-
trously affected Af the industry's use of Wire
and radlo channels were impaired in any way.

The esgentiality of the petroleum industry's usge
of radio was recognized and confirmed by the
Natlonal Communigations Confersnce held in Wash-
"ington by the Federal Oivil Defenee Administra-
tion. At that time 1t was olearly astablighed
that present petroleum industry radio 6§mmuhioa-
tions facilities were not to be dlaturbed in any
way and that they would be permitted to continue
to operate under industry control even in a
national emergenocy.

"It 18 timely that this matter is now baing
studied by the eouﬁoil, since elaborats plans to
control emergency oommunications are now being
formulated by the Federal gover ment, bassd upon
the results of the 1856 Operation Algrt‘exeroise,
nade public on July 26, 1956, at tha olose of
the week's test of the national's telecommunica-
tions facilities as & part of the broad gtudy in

which 1t was assumed that 76 key target arsas had




13

auffared atomio destruction. It was reported
that all types of communléatlona ware under oon-
atant_surv&illnnoo_by a teanm orlpdustry.gnd
‘government offioclala gathered at the relocation
8lte of the Office of Defense Mobiliszation.
"Within twenty-four hours sfter this
exerclae began, the Defense Mobllizer named a
War Communioations Adminlstrator and redelagatéd
- %o him the communications powers of the President
under the Communications Aot of 193k, as amendad.
- This war communiocation's adminiqtrator.thsn
agsumed his full reaponsibi;itias as Chier‘War'f?
Communications officer, including the #saigning
of radio frequenoles to government radio etations,
dirscting restoration of wire and radloc communioe-
tiohag ;uﬂpgnd1ng or amending tha rulea:or.thg
Federal Communications Commission, A8 necessary,
ciosihg'or seizing radlo or wire communioat;ons
facllities and authorizing their uee or control
by any Federal Agency in order to agsist the
uninterrupted flow of sssential communiostiong.
"Actually, the Office of 01l and Gas of the
Depertment of the Interior, in asking this special
atudy of the'communicationa fac111tiea of fhe

‘ patroleum'and natural gas 1nauatries,'haa‘aﬁtioi-_
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pated by many months the oritiocal problams
oreated in providing these communiecations in the
svant of another emergency.
"Your Suboommittee wishes to emphasize
that, while it is not making any reﬁommandation
for immedlate aotion at this time, this mattaf is
of grave importance and should ba glven continuing
gtudy and review, so that these sssential radio
and wire communications faollitiass will be par-
mitted to make their maximum oontribution to
viotory in another war. The mhasuré of performance _
by the petroleum industry in the next war may |
wall detarming the suceess of our Nation in such
& struggle, Just as 1t 414 in the tﬁb'great
world ware in this cantury. '
: "It should also be pointed out that the
degres of performandn in petroleum communicaticns
may determine in a critical measura, 1n turn,
this industry'’s contribution to ultimate victory.
"Thig Subcommittes stands remdy to beior
any assiatangs to you at any time and we shall
| be happy to follow out any furthar dlrectiohs
you may ﬁiah to 1ssue to us as your overall
smergency derense plahning progréésea."

MR. WILSON: I would like to move its adoption.
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MR, MAJWWSKI: Sscond.

MR. HALLANAN:V All in favor indicate by saying
aye; contrary no.

The report 1s uhanimously adopted.

(Report adopted.) |

MR. WILSON: Mp. Chairman, there ia another
- matter sbout which I wrote to Jou and 1 ballewve Mp, Btewart.

-There 13 a committee, an inter-agency commiptae
to olaseify industries according to theip essantiality to a
war effort. That easantlality is important for two thihgs:
Tfirst, whether you can gat prioritigs; and seoond, so that
You can get deferments for men in ragerva.

We are not clamssified as an essentlal industry.
How they reason that is bsyond me, in viaw of the ebaolutely
vital importance in event of war of the petroleum industry.

The only answer I have been able to get from

the Becrstary of Commerce's office 1s that the military have

reported they had no trouble in getting supplies from us,
and therefore we are not essential.

I would 1like to have any co&ments.

MR. HALLANAN: Mr. Stewart, I think we have had
enough discuss;on.. Will yoﬁ comment on that?

MR. STW?ART: Mr. Fentress hae a comment that I
think will explain 1t.

MR, HALLANAN: I thin: 1t ig worthy of comment.
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MR. FENTRTSS: I am very happy that Dr, Wilson
hes raised thls question. The question really boils_down
into two parfs. First, I would 1like to speak briefly on
the ocurrent lists, and there ars two. First, one of esssntial
activities, and the other of essentisl occupations.

The present two liek surely wers released March
second, 1955. The purpose of the lists.are to asslat in
the dlstribution of manpower between the Armed Forces and
that required by induétrﬁ for defense production and for
the oivilian economy.

The lists are used by the Department of Defanase
in making determinationa for requests for delay on the part
of reservists, reserve officers and enlisted reasrves, who
have been called to duty, and are slso uased by the local
draft boards of the Ssleotive Services Systam for the purpose
of making.ooéupational deferment.

The 1lists whioh were lssued in March, 1955,
were a drastic revision of the list whioh were in ekiatande
throughout the Korsan conflict, and with the résult of recom-
mendations of inter-agency advisory committee on essantial
activitiss 1in oritioal occupations who report to the Secratariag
of Commerce and the Beoretary of Labor.

Now to explain why the petrolsum induatry 1s not

on tha 1liet today. The following criteria were used to

detsrmine the eligihillty of actlvitiss to be includad on
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the ourrent 1llst of essantial activities.. To qualify the

activity had to be onm.in which, first, 1t was necessary

" to the defense program or to the basic health, safety or

- intersst.

Uﬁvioualy petroleum qualified for that; 'But it
had a sedond oriteria that it had to meet: in addltion the
aotivity had to be inadequate %o meest defense and civilian
raquirements because of manpower shortagss and for whioch the
future manpower supply is not reasonably assured.

Under these criteria only tﬁn-adtivitias‘in th;
United States are shown on tha currant ligt, and praotically

all instances they include only industries that prbdude,

. does it need to be said, apecialized 1tems for the m111tary-

For example, there is one called “Ship and Boat

Tngineering," but it 1s limited to the enginearing and

design of ships and boats and their componahts'fbr'ﬁilifary
purposee -- and no other pu rpose.

There is another on préduction and maintenance
of alrerafts and parts, and it isilimited to the produétion
of' maintenance and so forth and component parts. The list

in existence today, and 1n use today, iu asaantially 11m1tad

“to the production of speoialized military ‘and 1tema, with

=a coupla of exceptions.

Une of the exceptions is very important to this

rindustfy, and 1 am sure you manpower people are familiar with
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1%. On the list 1s an item oalled "Research and Development
Services," and the definitién under that inoludes basio
and applied reseéroh, exploration,énd deve lopment prolecta,
including prooessed davolopmént of direct concern to the
national health, séfety of interest.

it 1a our'opihion that the technical personnel --
not all, but the majority of the_paraonhel =~ of the petroleum
‘industry fall within that category.

MR. WILSON: Tygn though_it is not an.assaﬁtiﬁl
industry —- quote? | -

MR. FUNTREB8: Yas sir, that is our understanding.

At the tims this 1list was reviaed the queation
was ralsed with our orfioa, under the orltsria given us,

- our concluslon waa that the petroleum, Jjust as ateel copper,
aluminum, and hundreds of other induetrles did not qualiry
under the criteria.

i would also i’s.k'e to point out that the lists
are in no Way binding on eithar the draft boards or the
Department of Dafense but are aent a8 guides to then.

Now there is one point whers the shoe 1is bégin_
ning to rub in conneotion with these liets, and 1t‘13‘not |
only in conneotion with this industry but to a number of
induatries. The military have lnaetituted the éix months!
service program, and it is my underitandlng that these llsts

are used in oonnaction with determining allgibility for that
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program as compared to the two-ysar program. Therefore,
government 1s beginning to receive from industries whioh arse
congléered aesential in wartime, increasaing pressure to add
them to the llst so that they, in turn, can use this to
agalst them in recrultment. That is a problem.

Now 1 would 1ike to, etl1ll staying on the current
list, go back to the oriteria which you used for the second
1llat; that le the assentisl ocoupations list, where they
determine 1t whether you are a chemist, or what hava you.
They are as followa:

"(1) Under the foreseeabls mobilization
program an over-all shortage of workers in the
occupation exists or ie developing whioh will
signirioantly interfere yith-efrective functioning
of‘induetrieg and aotlvities.

"(2) A minimum accelerated training time
of two years (or the squivalent in work experience)
18 necessary to the satlsfactory perrormahce of
all the maJof tasks found in the oocupation.

“(3) The ocoupation is 1ndispensable to
the funoctloning of the industries or activities
in which it occurs."”

On the following liste are following occupations
which may be of interast to you: Ohemiats, profeasional |

engineers of all kinds, foremen, geologlats, geophyslciats,
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Jig-and Template Makers, Instrumsnt repalrmen, Mathematicians,
Microbiﬁloglsts, patternmakers, Physicists, tool and die
deslignars and tool and dle makers, amongst cthers.

Thers must be only thirty occcupations only on the current
1ist.

Now I would like to move into the second part
of thie story, and thile ia the part that has not been
released to the public generally: in addition to the ourrent
liet there are in exlstence two standby lists, whoss sole
purpose are to bas ataﬁdards to be used should an emergenoy
ccour tomorrow. |

Un the astandby list there.is the Tfollowing
listing; Petrol_oum, Natural Gas, Coal, and Petroieﬁm'and
Coal Producte -- Petroleum sxploratlion and drilling;
production o« petroleum, natural gas, natural gasoliha,
and liquafisd patroleum g28; petroleum refining; producticn
and prbcesalng of coal and coke.

I would like to say thie, that since Dr. Wilson
has ralsed the question, I concur who leheartedly that the
definition as 1t stands on the g8tandby list, ie not complaete,
as 1% should be.

Fo r examplg, pet:eihumlpipeline transportation
18 net ineluded. It should ba 1ﬁcludgd. However, i-would
1ike to also say this, that that is eaxactly the same wording

that was used during the Korean Conflict on the list and At
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wag incomplete at that time.  But I conour, Dootor Wilaeon,
‘tﬁat'itrshould‘be corracted.

I would like to call your attention t6 anothap

- document, "just as there is a afandby‘list”for sssential
dotivities, there 1s a'atandbyrlist for éﬁéentiﬁl ocﬁﬁpa.

" tlons. A clue to that standby list of essential oocupations

can be found in a docgment 1eaued-Jahﬁéfy 1956, by Unitead

States Department of Labor, called: "List of Critieal

Ocoupations Tor Scieening the=Ready'RésofVe.“.

" There ‘18 ‘a remarkabla resamblance batween tha
two llsts. I nesd eay no more, on the atandby 1ist and |
‘ocoupations.

Algo, T would 11ke to say briarly that the man-
powar shortage raport which the Gounoil approved today, 1r
you will notice in the back end of that, there ls a liat of
what amounts to essential 00cupationa 1n the patrolaum 1ndus-
try with comments on training perioda and derinitions or the‘
occupationa which will be extremely usarul to us 1in our
current review of the atandby list or e-spntiul ocoupatlons.‘

Now Dr Wilaon 8 latter raialng this qunation
‘could not have been more timoly. About the same time, Dr.
Wilson, we reoeived through the Departmsnt'a representativa
.on thia 1ntar-agenoy oommittee, a raquast to ravlnw the tWO
standby 1lists -- not the current ones —- the two atandby

'lists, and that 1a ourrently in our office and we will revigw
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botﬁ the dérinltlons for the pstroleum activity and the
ccocupations.

Now the documsnts that the Council issued today
will be invaluable from the oocupatlonal lista.

If there are any questions I will be glad to try
to anawar-tﬁem for you.

'MR. HALLANAN: Any questions, géntlamen, in that
éﬁnﬁectioh? - | |

MR;=WILSQNt I am particularly happy to know
about_thé étandby'list. 1 couldn't gat any information on
that. The best information I could get 18 that you would
have to bring upthe oase barpre the Agenoj and walt to find
out whethef or not &og aronehasntial. I still think it is
. pobr name for a grouﬁ'bf industries. If we ars not an
essential industry, I don't knqﬁ who 1is.

MR. HALLANAN: Thie olarifies 1.

MR. FANTRESS: I agrae with you wholeheartedly
and there 1e.no question but.what oll 18 eassential to
industry. _ | | _

MR. HALLANAN: - Thank you very much, Mr. Fentress.

Now from the committee on Underground 3torags,

a spsoial committeé of which M. Burne is Chalrman, Mr. Burns
is unable to be here today because of 1llness but has trans-
mitted an interim report to Mr. Brown, which I would like

t¢ have submitted, with a letter. I think you might read the
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Brown,

‘MR. BROWN: #r. Burns addreessed his latter to me

here, saylng:

dresgsed to:

WDgar Jim:

"I have Jjust got out of bed from a bed
alttack of some flu bug, and since my doctor will
not allow me to travel until next week T am |
afrald that I will not be able to attend the
N.P.C. meéting on Friday, Saptember 2%. Plaage
present my apologiles to Chalrman Hgllinan.

The work on Underground Btorage has been
slowed up a good deal by the transfer of Ben
Hake, Chalrman of the Technical Bubcommittea,
to Bolivia so we are nowhere réady Yet with the
final report; howsver, I enclose a short interim
raport which I would be grateful if you would
present to the meating Just to let them know the
subject has not besn forgotten.!

Now I will read the Interim Report. It ig ad-

"Chairman, National Petroleum Council.
“When your Committee on Underground Storage

lsausd 1ts last report on April 22, 1952, i1t

noted that through the normal oparation of indi-

vidual initiative there would prdbably be so'much
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davelopment of ﬁnderground atorage in the
immediate future that a subsequent studylWOuld

be mainly a record of aohisvement by the indugtry
rather than a survey of po8sibilities and feapl-
bllities. Such has indead proved to be the oage,
becauses the current atudy by our Teahnicai Sub-
committee shows that underground storage for
1iquid petroleum products now totals over 25,000,000
barrels vereus soms 7,000,000 in 1952, Tha trade
Journals also contain almost dally accounts of
pProgrsss 1n-underground storage.

"The Subéqmmittae is finding that, ae might
ba axpsctaed, thae axpanslon le prinoipally to
handle LPG, angd such new storage has besn oon-
structed largely by washing oiit cavities in salt
structurea. There haga, ﬂ;wever, baen a signifi-
cant increase in storage of LPG in mined cavitiase,
Thls more axpensive storage 1a the result of
industry's incentive to store transportation,
as well as product, in areas o0lose %o thé market
but where 8alt struoturas are not avallable. Apg
to tha storage of leas volatlle hydrooarbona,
the only project of significancs (in industry
-and excluslve of government) is tha storags of

heating oil in a quarry at Wind Gap, Penneylvanis.
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"Beoides oolleoting data on typa, location,
and capaoity of underground atoraga, our Sub-
.oommittee, by means or a. questlonnaire, le also
oompiling 1ndustry 8 sxparienoe on the following
teohnical aspects or underground etorage:
Seleotlon and Design; Gbﬂstruofion; Contamination,
Deterioration and Alteration; Operation and
Maintanaﬁoe. |
_."The Subcommittee hés divided itaself into 7
apprbpriéﬁe grbups to 1nVest1gate each of these
aspects," —. ana then he outlines the nature
of thét organization and ite aeVPral suboommitteea, each
denling with those aspeota I hava Just read.
He goes on to say this:
| "The Buboommlttee members have bsen meating
informally ik emall gfoupq.to_disouss their tech-
nioal.datg‘ghd to deocide on prooedure;ln pra-
paring their raport. A meatingfof thalruII{Sub--
committes wlth the government and induetry advisers
is schaduled in Waahlngton:on Ootobar 23 in the
N.P.C. conference room.  Not too long thereafter
the Bubcommittee expects to come up with its
finished preport covering all the aspeota outlined
above. It will inocorporate the experience of

industry, as reported in the Questionnalres,
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plus the latest engineering advioe of the

technlcal people on the Subcommlttes.

"I might add that the sxcellent raport on

undsrground storage lsaued by thé Intarstate 041

Compact Commiséionrin April of thig year has

" added greatly to our over-all knowledge of thie
éubjact and, ‘in partloeular, as to the.gedlogic
reaaibiiity of underground storage in sach of
forty-two “tates. Our Subbommittee is not, of

-course, duplliocating this report but rather is

using it as a reference work." |

Now that is elgned H.8.M. Burns, Chairman.

MR. HALLANAN: We will receive that as an Interim
Report, gentlemen, from Mr. Burns. |

{Interim report reoceived.)

MR. HALLANAN: I would not want this meeting to
| come‘to a close, gentlemeﬁ, without ocalling attention to the
loss of a man who had bean a great and a gulding inrluenoa
in the sarly days of the formative organiiatioh_of;fhelcbuneil.
I think all of you knew him persdnaliy, ¥r. George Kegler,
who passed éway just a faw waeks'ago;

Geofge Kegler, while havar a membar of the
Council, was one who contributed his fine talent and out-‘-
standing mind and legal knowledge to the development of the

Articles of Organization under whioch this Council was
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‘established back In 1946; and during the suscceeding years
he has been one upon whom we looked with great sonfidence
fox our guldance, and 1 know We migs him as a friend of the
Counicil andalsc as a close personal-friand. | |

-In tribute to one who hss meant so much to ua,
may I ask g rising.vote whlle we reflect on the pésaing of
Georgs Kegler?

(The Council stood,)

‘MR, MAJTWWSKI: Doss thls contemplats you ganding
an appropriate tribute or resolution to hia Tamily?

MR. HALLANAN: I had in mind the appo.inﬁmant' of
Mr. Jacobgsn, with whom Mr. Kegler worked ao_closely, to
prepare an approprlatelféaolution fof Just the 1dea that you
have :u@gaatad; |

| Mr. Jacobsen, oan you accept that aselenment?

MR, JACCBSEN: Yes.

MR. HALLANAN: Is thers any new buslness to oome
before the Council?

(No-responéé;)

MR. HALLARNAN: We wili;havé the report of the
Secretaxy-Treasurer,_and-then'a motibn:to'be made in coﬁ-
neotlon with that. |

ME, MAJEWSKI: ‘While he 18 looking through his
'papars I would like to suggest that you now ask Admiral

Dresher, wheo rucently resigned as Head of the Armed Sarvie
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Patroleum Agency, to rise so we oan do what we have done.
in the pasﬁ with the capable peoplg who hava.randered such
a great service to their government, and alsc to thig
.1hduatry. I think you should ask him to r;sa 80 we can
duly give him the mitt. | |
B MR. HALLANAN: Admiral, will you rieéj
(Applause. ) |

MR. BROWN: As to the ihancial report, the
recelpta aince the first of the year from contributions,
publicationa and other sources, #107,019, which went into
the general fund from which we dishursad $96, 195,

We started out the year with $33,488. That
loaves us with $U45,052 1n the general fund.

Welhﬁvg A raaabve fund of which I have made a :
slight addition, bringing it up to $149,000, all of which or
most of whioh 1s in government bonda.

Now therelis one other matter in 6onnection with
our finances. We have done all of our businaagfﬁith_pne
bank. OOGasibnallylwé get a little heavy thera. Ir it
meets wilth your appro val, i wquldllike %o have authorizqtion,
gomgone to move the authorizatidﬁ, that the,Beo#etgry-Treaiurer
might open ahd mainﬁain an account with the American
Security and Trust.compény here in Wgahington, and one with ;
the National Bank of Washington, hars in Washington.

A VOICE: I so move.
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MR. HALLANAN: I think, Mr. Brown, you might
amplify that by saying you might get a 1little interest on
~our desposit. | |

MR, BROWN: That was the general ildea.

MR. HALLANAN: You h§Ve heard the motion. There
is a msecond. All in favof say aye; oppoged no.

MR. MAJWWSKI: 1 suppose you are going to reduce
the impaot of the burden on each other, because we have got
all of this monasy backing up? You have that in mind.

MR. BROWN: We have dons that to some axtent.

MR. MAJEWSKI: Oh, deolars a dividend? Okay.

MR, BROWN: 1 have been hearing a lot about crisis
around here. 8o I think it is time we transfer this fund,
| MR. HALLANAN: The meeting is open.for New busi;
ness, and 1 invite yoﬁ to discuss 1t at this time, any of
the new membars.

We hope the Secretary of the Interior will grrive
ﬁare Just most aﬁy minute. If there 1& ho new business,

1 suggest that we take a recess for five mindtes.
(8hort recess.)

MR. HALLANAN: The Oouncil will please coma to
order. | |

Genéleman, this 1s another milestons in the
history of the-Natiohal Petroléum Council. Today, for the

third time in the Gouncil's ten-year exlstence, we meet under




90

the lesadership of a new Saeoratary of tha Interior. 1t hag
basn our privilegs to ssrve his three immediate predecsgsaors
and to glve them the full measure of-our devotion to the
common cause of serving our country. Hara and now we nledge
to him the same fidelity we gaﬁe to them. We look forwara
to continuing our w ork under his dirsction with the same
high degree of pleasure and satiafastion that wa had in
working with preceding Secretarles.

Mr. 8soratary, may I tell you that the National
Petroleum Council and, through 1%, the entirs peatroleum
induetry is ready to serve you and, through you, the Govern-
ment of the nited States. Thro ughout the Gounoil's:axistsnce
1t has had no other purposa. .It has no other now. I may
say very rrankly that if ths time should ever coms when thia_
body should unwisely seek to depart from its aorupulous
~ observance of the limitations proparly placed‘upon itsa
activities, that will mark the day when it has outlived 1itg
usefulness. Happily, that da& 1s not in sight or anticipa-
tion.

This Councll is not g poliéy making organizati&n.
.It does not sven make recommendations to tha Seoretary of :the
Interior or to any other offlcial or department of the
Government. It is but a channel through whioh there may be

made avallable toc Government the beat talant of the oll

industry and all of their information ang knowledge upon any
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glven subject. This Army of technologlical experts ig no£
mobllized except upon call of ths Government and then it
striotly limite its work to the fulfillment of sprelfic
requests from the Seoretary of the Intarior. This 18 &
sarvice which the Govarnment could not buy at any price,
and 1t is mads avallable without one panny of expense to thé
taxpayers. We have promptly answerad avery request of Govern-
ment as transmitted through your predecessors, Mr, Secretary,
and I am happy to inform you today thet we ars now enlisted
under your oommand for an indefinite periocd of servics,.
This vast Apmy, made avallable thro ugh the

Council, 1s indesd a reserve corps as essential to nationsl
'derqﬁgp as our milltary ressrve groups. It can be ocalled
Into motion as quickly as they can, and 1ts servioce will be
no less vital to the protection of our country,

| We knoﬁ, Mr. Sacretary, that as a result of your
sarvice 1n2the Benate, in the Departﬁént of Defanse and at
the White House, a8 a highly valued assigtant to the Pragident
of the United States, you are famlliar with the purposes qf
the Counocil and have a broad pleture of its servige to the
country. It iﬁ&neithar necessary nor desirable, thersfore,
that we trBSpaségupon your time in that reapact, but I am
sure you would want a briefucapaulad.rebort ﬁpon the manner
and extent of the oil industry's contribution to government

through this organization,
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Let me rapeat that we are here only to serve.
Thia OOunéil can be dlsbanded overnight and 1t oan be called
into service within the same time. If it has not performed
8 useful funoticn, then it ought to be demobilized. If it
Hae served faithfully and well, its continuation is not only
Justified but ia‘of the‘utmost importance to tha public
welfare, We submit that %the reoord speaks for 1tsalf.

We héve not sought to publicize the activitiassg -
of tha Council and as a free result I am sure that there are
vary few persons, evsn among the bast Informad, Wha reallze
that through the Council no less than 10,000 of the basgt
equipped rapresentatives of theloil industry have been
brought into the ssrvice of Government. fnsorar as that
g0s88, oVer thé life of the Couneil 237 of 1ts members have
worked 1nderatigab1y upon committees appointed in response
to requests for information from the SBecretary of the |
Interior. %xactly i,E?l'indgstry repragentativae-who are
not members of tha Council have serﬁad on subcommittees in
moblllzing and consclidating the detalled facts and figures
about gilven sublecte. They, in turn, have called upon at
lagst 10,000 others who have given freely of their time,
knowledge and axperlaﬁce 1n assembling the necessary informa- -
tion. The Government has asked for the best talent in the
industry and it has been Torthcoming BVﬂh aﬁ great saorifice.

In the last ten years, 272 committess and sub-
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committees have been eppointad to carry out the requesats or
the Oil and Gas Division of the Depértment of the Interior.
8150, 3,166 separats appointmenté have been made to those
committees, and through them the Council has ccmpletad and
presented to the Department of the Interlior, 126 reports
upon many phases of the ovar-all problems of our petroieum
resouroes. This information could not have baen obtained
in any other way. |

We are all conscious that the word "asrvice" hasg
bean used eso often and frequently ao loosely that 1t has lost
much of ite meaning. Ws submit, howevar, that thls racord
demonatrates the worth of the Natiocnal Petroleum Council and
ﬁhe dedication of 1fs membefs. Thay are no legs 8o0ldiers
in the cause of national defense than the members of the
armed forceas,

We are delightad, Up. B8acretary, that this meating
could be held at a time whenh you could sit‘wlth us and observe
the delibarationé of tha Counolil., We want you to know mosat
intimately of the workings of our organization. We'ars proud
of what we have dona and we want to continue this racord of
public service under-your leadership.

Wa are very happy that the new Secretary comes
to hls moat 1mportant place in Government with a reaord of
88rvice in both the Txecutive and Lagislative branches of

Government and of outstanding success in private industry.
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This glves him a broag baokground poasessed by
few men and eminsntly qualiries him to evaluate the relativa.
importance of sach of the asaentials of our national exlstence
and to rit each into 1ts proper placs in the praesent day
confused and changing world rlcture.

Wa are especlally delighted that he 18 here to
gpeak to us., I an very pleased to preasnt the distingulshed
Bacratary of the Interior, Honorable Fred A. Seaton.

MR. SMATON: Mp. Chairman, and members of the
Committee of the National Patroleum Oouncil. You ought to
be more careful of that standing ana applauding in front of
a naw Becretary of Interior, although I must admit I enjoyed
it.

I am 80 relatively new at this altitude, that
when you stood, I thought for a herribie moment or two you
ware getting ready to leave the room.

(Laughter. )

The introduction glven me by my 0old friend and
most-times political ally -~ upon rare oocasiona We have
differed somewhat about the procedure at Rapublican Con-
ventlons, but that 1g not our habit, I gueaa, Walter —.
it intrigues me a 1little bit.

I thought that I might tell ydu the thing that
pooped in my mind when he talla you man what n graat publlc

servant 1 had been and what gensrous promise I had for the
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future.

It concerns & personal 1noident in my own family
and 1 hope you won't mind my passing 1t on to you, because
it was a very, vary good lesson to ms. I am suras I ghall
reomember it as long.as*I am allive, and 1t will be a good
memory for me in the years to come and s good moral lasson.

It has to do with my thirteen &ear Qld daughtef,
Chrissie. Now I suspeot that there are plenty of You in the
room who have eilther had thirteen-year old daughters op
wlll have or may now have, and if so, 1f you havse had that
experience, you know that 1s the age in a young gifl's life
- When almost anything can happen and oftentimes does.

Thia particular incident concerns Chrissls and
her attendance at church and Sunday Sohool.

| Shortly after the Ssaton family raturned to
Washington in Septamber of '53, we afflillated with a gmall
nelghbaorhood churohlin the area in which wa then lived.
Chrissie and the other children Wefe promptly taken down by
Mother Seaton and enrolled in tha Sunday School.

On those aomewhat.raré occaslons whan I was in
the city ﬁhd Hra. SBeaton mads the proper_repraaentatioﬁs -
and you husbaﬁds-hara know wives have the habit of doing
that, so far a8 church is concernad -- I Joined the ohurch.

Abéut the time I moved from the Department of

Dafense to the Whits Houae Chrissie had graduated a little




96

bit in her readihg, and she didn't confine all of her
attentions ta the comic eeotion and the race horse news.
She began to read other newa items in the paper, and she
got herself somewhat impraessed with the numbar of times ghe
8aw 1t appear in print that the President and Mamie wers
quite devout in their religious beliers and no matter whare
they were on Bundayg, they always attended church.

She announced to har mother she felt, at thir-
teen, and as the daughter of a man in thia‘Administration,
she felt she should also go to church, and she dld, and was
vary rsgular in her-gttendance- |

Cn one of thosa-apmewhat rare occaslons when I
wae in town on Sunday, the whole Seaton family was in church,
and the Pastor took_that occaslion to read a group of youngeters'
names who had bean faithful.

The name of Chrissie 3aaton, age thirteen, was
mentlioned in that list.

Well, you know how parents are, as Mra. Seqton
and 1 aat back and basked in the reflaotgd glow of'admifation
of our little blonde daughter, Just at that time I reaiizad
with some horror that Chrissle was on her faet..

I auppose to be perfectlysfgir to Chrigsie as
the daughtsr of a man who‘ﬁever passad up a ochance to address
a public gathering, 1t was Just a 1little too much of a tempta-

tlon for her.
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Well, first she thanked tha praachaer, and for
that wa Wwarg profoundly grataful, and then sha sald -- and
I am sure you o0an quote it verbatim, it lg engraved on my
menory in indelible ink, she sald: |

"Sinoe my Daddy haa‘left the Department

of Defense to go to the White Houée to again be

an édvlsor to the President, I thought T ought

to pfay for my oountry every chance I got,
(Laughter. )

Well, you ses, it could have been worgse, becauge
the congregation broke out into laughter just as you have.
But there was one horrible aplit ;eaond of eternity when 1
wad gure that the whole oongrégation woﬁld bow 1ﬁa head in
unlaon and also pray for me. |

Now 1 fealize that you have had a long and buay
mdrning hare, and thét you have many thinge to attend to in
8 parsonal and profassional way, ang I shan't take much of
your timae.

First, I should l1ike to sﬁy that_i wéﬁt to
apologlze, sincerely, for not having been able to Join you
in your deliberations today as had been orlginally Intandad.

I am not sure whether your Chairman has told
you or not, but the Preeldent declded to have a Cabinet
Menting this morning, and 1t lasted all mqrn;ng, and since

I felt somewhat outranked in that situation I didn't feel

7
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that I ought to say to him that I couldn't attend the
Cabinet meatiqg'whioh h§ folt was important énough to éall
in the first instance.

That explaiﬁa my shsence. I have just ﬁow returned
to ths bullding. |

1 would 1like to aay this to you: while I ﬁnder-
stand there are sone people on Cﬁp;tolﬂill who seem ﬁo bg
somewhat critical of thié body and the work 1t is doing,
that has been brought to my attention on one or two occaaions
by way of correspondence, and I might.any by some pareonal
1ectur1ng, I ghould like to agsurs you that ao far as I
am concernad ~- and so far as my agsoclates 1n thia Departmant
are eoncerned -- 80 far as tha Presidant 1s ooncerned, and
I feel sure so far ae the 00untry is conoernad, that no one
of ua or none or us Jjoin in that reeling of criticism.

Now as you know perrectly wall, I am a brand
new Secretary of the Interior; The sad part of that 13 that
1 have muoh, much more to learn about the activities of
this Departmsnt than I preaently know. What 18 even aaddaf
18, that somas of the thinga which;l-thiﬁﬁ”l know'today may
very wall turn out not to be so tomorrow. But we shall do
the best we can.

However, 1n that short period of time I have

,haa it has been impressed very deeply on my oonaciousneaa

that you men who are members of this Council have not only
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presently done a magnificent Job for the bast interaste
of your country, but that you have always done a magnificant
Job to the bast of your individual and collective ability
while.you héve baen 1nwexlatenoey

I should llks to say further that, in this prasent
. sltuation whiqh confronts us -- and you know to what I refer,
‘;,I-ém surs -- that it would have been very, vary dirridﬁit |
Lf not impossible, indsed, for sither this Depantment op
your Governmént to have gotten thie far in its planning and '
in i¥s preparation for a oriasis or crises, which may or may
not coma, depehding_uﬁon the“fortupes of fate, had 1t not
bean for the magnificent help which this Government and this
Deparﬁment has faqaived, from those of you who ares in this
room t6day and some others who could not be present.

| Now I den't kﬁow whqthab it means too much to
You or not, bacause you are busy men, you have a graat many
responsibilitiss, many of them, and many of them of a
finane;al and moral and of a governmental nature.

o | | But if it does make any difference, I ghould
like to héve_you.know that those of us who are intimately
concerned with the work_you are dolng, who have'at ieastf
some auperfiqiai knowledga of the lengths to which you have
gone, the ﬁimé whioh you have gilven, and the effort you have
put forth, are déebly, deeply grateful to'you, for whét you

have done in the paét, what you are doing today, and what
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Wa are ﬁuite oertain you shall do in the tomorrows to come.

Now that i1s all I have to Bay exoept again I
am sorry I couldn't be hers as I had hopad to be.

I am delighted to sae in this room more mén than
I thbught I would knbw, personally. I hope the day will
come whaen I.ﬁhall know eaoh one of you personally, and
other than that, thanke, very very much, for being hera.

(A pplause.)

MR. HALLANAN; Mr. Secratary,'we are very grateful
to you. We understood the reason why you were unable to.
be W1£h us this mofhlng. -Wg knew that you had this ocall to
81t in with the Cabinet.

We are delighted-with thoae remarks which you
have given us, and may I, on behglf or tha membarehlp of the
Gouncil, expreas agaln to you our graat deslre to serve you
-andé to EB?VG the Government in any way you may need us.

Gentlemen, we have reached the conclusion of our
agenda. A motion to adjourn will be in ordar.

MR. MAJTWSKI: I ao move.

'MR. BLAUSTWIN: Bedondea,

MR. HALLANAN: It has been moved we ad journ. A1)
in favor indicate by Qaying aye; opposed no.

The Council is naw adjourned, gentlemen. _

| (Wherghpon, et 12:35 o'elock p.m., fhe

Uouncil stood ad Journed. )




	1
	2
	3
	4



